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CONTINENTAL ILLINOIS 
NATIONAL BANK AND 
TRUST COMPANY 


OF CHICAGO 


Statement of Condition, March 4, 1935 


RESOURCES 


Cash and Due from Banks . ‘ - $187,365,438.60 


United States Government Obligations, 
Direct and Fully Guaranteed: 


Unpledged . - $377,907,558.94 
Pledged* . ‘ 64,794,104.94 442,701,663.88 


Other Bonds and Securities : - 57,844,413.24 
Loans and Discounts ‘ ‘ ‘ 234,979,238.15 
Stock in Federal Reserve Bank . : 3,000,000.00 
Customers’ Liability on Acceptances 6,688,026.93 
Income Accrued but Not Collected . 4,321,703.47 
Banking House = 14,050,000.00 
Real Estate Owned other than Bank- 

ing House e . 1,355,506.71 
Other Resources ‘ ‘ r 5 230,048.88 


$952,536,039.86 


LIABILITIES 
Deposits: 
General P - $738,991,441.35 
Public Funds . . 96,731,315.81 $835,722,757.16 


Acceptances . _ ° re 6,811,921.55 
Reserve for Taxes and Senmnet r 5,089,970.47 
Income Collected but Not Earned ‘ 286,257.85 
Capital Account: 

Preferred Stock . $50,000,000.00 

Common Stock . - 25,000,000.00 

Surplus ° ° ‘ 11,000,000.00 

Undivided Profits 6,125,132.83 

Reserve for Contin- 

gencies . ° 12,500,000.00 104,625,132.83 


$952,536,039.86 


* To secure public, trust department and bank receivers’ funds 
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If you are planning a new bank 


building, you ought to read... 


The Fundamentals of Good 
Bank Building 


By ALFRED HOPKINS 


Specialist in Bank Architecture 


It gives you complete information 
in regard to every phase of bank 
building; aids you in carrying 
out your own pet ideas; and sug- 
gests to you other ideas which 
have proven successful and which 
you might otherwise neglect. 


Written in a fresh and informal 
style, the book has the rare com- 
bination of being both entertain- 
ing and profitable. 


It is profusely illustrated, and 


attractively printed and bound. 


ORDER BLANK 


BANKERS PUBLISHING COMPANY Send for 
Book Dept.—465 Main St., Cambridge, Mass. 


You may send me postpaid for examination “The Funda- a copy 
mentals of Good Bank Building,” by Alfred Hopkins. 

Within five days after its receipt I will send you $7.50 
in full payment or return the book. on 


approval 
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ECAUSE of the peculiarly important position of the bank- 
B ing system in our national economy, its institutions and 

practices have been the storm center of most of the con- 
troversies generated by the depression. Events of the last few 
years have made it painfully apparent that the vital problem of 
preserving the liquidity of the structure of bank credit has not 
been solved. CHARLES ASHLEY WhriGut, in his article “Bank 
Liquidity and the Eccles Bill” on page 528, contributes interesting 
opinions and suggestions for solution. 


Tue sinking fund has been one of many devices employed to 
strengthen the position of the bondholder. While this feature has 
been widely discussed from the standpoint of protecting the in- 
vestor, little information has been available regarding its effect 
on the market action of the security purchased. Proressor W. H. 
STEINER, chairman of the Department of Economics in Brooklyn 
College, and Oscar Laspon, bond analyst in New York City, 
have therefore undertaken a study of the “Effect of Sinking Fund 
Operations on Bond Prices,” and give the results in their article 
on page 537. This article is well illustrated with tables and charts 
of such well-known bond issues as the Aluminum Co. of America, 
Pittsburgh Coal, Interborough Rapid Transit Co., Midvale Steel, 
U.S. Rubber, and Koppers Gas and Coke. 


Tue concluding article of the series on bank merchandising by 
L. Dovetas MEREDITH appears in this issue. The subject of this 
month’s article is “Merchandising Banks Through Education,” and 
is on page 5583. This series will appear in book form early in the 
fall, published by the Bankers Publishing Company. 


Restoration of the free flow of trade and income awaits the 


application of a more exact measure of income, according to 
Scoville Hamlin, economist, in his article on page 569, entitled 
“Inflation of Income the Chief Obstacle to Recovery.” Only after 
this more exact measure is found, and used, can capitalization, 
mortgage interest rates, taxes and wages be adjusted to actual 
buying power is the opinion of Mr. Hamlin. Scoville Hamlin is 

vu 
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an economist and author who has written extensively on the subject 
of centralization of power in industry and government. He edited 
and contributed to “The Menace of Overproduction,” a symposium 
discussion by leaders in the basic industries. His articles have 
appeared in many newspapers and magazines. In his opinion 
there is an alternative to collectivism. 


“REWARDING the Profitable Account” is this month’s subject in 
the series of articles on “Scientific Account Analysis” by Frep- 
ERICK W. HeErzet, on page 580. Another of his valuable tables 
is reproduced to explain his subject. 


BEFORE expenses can be distributed to bank departments. they 
must first be analyzed according to various kinds of expense. This 
month’s article on “How to Obtain Bank Costs,” one of the series 
by E. S. Woo.LEy on page 591, gives three more excellent forms 
to aid in analyzing those expenses. 


THE editorial comment on national banking legislation, currency 
and credit, administration spending, and problems of bank man- 
agement is also worthy of attention in the present issue. 


In the Advertising and Public Relations Department of the 
current issue, is an interesting article on a series of bank advertise- 
ments in one of the smaller towns of New York State. All phases 
of bank services were covered in these ads when the bank adopted 
the policy of refusing to stand still, and decided to keep strengthen- 
ing its already very firm foundations in its community. 


ARE you acquainted with any of the bank officers, or financial 


leaders of communities or states, to whom we have given a para- 
graph in our department, “In the Month’s News,” which you will 
find near the end of the magazine (page 634)? We are giving 
more space to this department in the current issue, and will be glad 
to increase the space as the month’s news about bank men may 
warrant, if our readers find these items of interest. We feel that, 
although such items appear in the daily papers as they occur, @ 
compilation of interesting changes, promotions, opinions, ideas, 
legislation, etc., is worth publishing as a survey of banking events 
each month. 
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Editorial Comment 


GROWING DEMAND FOR A BANKING AND 
CURRENCY COMMISSION 


ROM a number of sources there comes a demand for 
Fie appointment of a commission to make a compre- 

hensive study and survey of present banking conditions 
and to report on the measures calculated to improve them. 
It is commonly understood that a demand of this kind 
arises from the conviction that delay in legislation is pref- 
erable to hasty and ill-considered action. At present it 
represents a desire to prevent the enactment of the banking 
measure now before Congress generally known as the Eccles 
Bill. But there are a number of other bills before Congress 
of equal or greater importance, but with less probability 


of favorable consideration. In its monthly letter for April, 
the Girard Trust Company of Philadelphia analyzes sev- 
eral of these measures and points out their harmful pro- 
visions. It thus voices the desirability of careful study and 
consideration before action is taken: 


That it is now desirable to make a thoroughgoing study of a 
revision in our banking and currency laws is not questioned, but little 
can be gained by the hasty passage of such haphazard and ill-conceived 
banking legislation as that now before Congress. Time, at least, should 
be taken for extensive study, deliberation and discussion. 


To the same effect were the views expressed by James 
P. Warburg in a recent statement before the Banking and 
Currency Committee of the Senate. Mr. Warburg said: 


In view of the vast complexity of the problem, in view of the fact 
that there is no present emergency which makes necessary the 
adoption of the drastic and fundamental changes advocated by 
Governor Eccles, I therefore urge this Committee to consider whether 
it would not be far wiser to appoint a commission to study the entire 
banking and currency problem thoroughly and at leisure before any 


basic legislation is attempted. 


Desirable as it undoubtedly is to avoid the enactment of 
ill-considered banking measures, and conceding that the 
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appointment of a commission would prevent such legisla- 
tion for the time being, it is not so clear that the results of 
the commission’s investigation would have much effect on 
Congress. The facts about our banking situation are al- 
ready pretty well known. It is not so much from lack of 
information that Congress fails in taking proper action, 
as from an indisposition to apply real remedies instead of 
palliatives. 





SPENDING FOR PROSPERITY REACHING ITS 
CLIMAX 


ITH nearly five billion dollars made available by 
Congress for recov ery and relief purposes, it must 
be apparent that the policy of spending for recov- 


ery is approaching its limits. It is inconceivable that such 
large expenditures, for however laudable a purpose, can 


go on indefinitely. 

While various sums out of this huge appropriation have 
been allocated to specific purposes, the President is given 
rather wide discretion as to the way in which the money 
shall be spent. Most of the purposes in themselves are 
praiseworthy, although some of them will probably be found 
productive of little private benefit or public good. 

In the main this measure is an extreme application of 
the policy of spending for recovery. There are many who 
believe that it is the only practicable method of achieving 
a result which all agree to be highly desirable; others se- 
riously distrust the policy itself, and declare that its 
application will prove ineffective. 

While the proposal for spending this enormous sum was 
pending in Congress, it was the duty of every patriotic 
citizen who did not believe in its effectiveness to oppose its 
enactment. But now that the measure is the law of the 
land, it is equally the duty of the citizen to co-operate in 
securing the great objective for whose accomplishment it 
was designed—the relief of unemployment and the recovery 
in industry and trade. 

That the Government was justified in taking extraor- 
dinary measures to alleviate prevailing distress and to pro- 
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mote recovery, the long-continued and serious situation of 
the country fully evidences. Whether what has been done 
was the wisest and best remedy is a matter of opinion; but 
it is the course which Congress and the President have 
adopted, and in carrying it out there should be hearty sup- 
port on the part of the people. 

Naturally, the appropriation of such a large sum and 
the placing of its expenditure in the hands of the President 
have given rise to several speculations as to what may be its 
effects in various directions. Some Republicans are dis- 
posed to take a gloomy view of the matter. ‘They are 
terrified by the thought that the President will have a 
five billion campaign fund to be used in securing his 
re-election next year. But they may find consolation in 
some possibilities inherent in such a situation. In the first 
place, in distributing such large amounts the President is 
bound to displease as many as he pleases. Many states, 
sections, districts and cities will claim that they have not 
received their proper share. Possibilities of graft are by no 
means absent. On the whole, even if the President should 
regard this sum as available for political purposes (and 
no such charge is here made or implied), he would probably 
find its expenditure fraught with many difficulties, and 
liable to do himself and his party as much harm as good. 

Considerable speculation exists as to how rapidly the 
Government will be able to apply all or even the larger 
part of this fund to the purposes intended. Some light is 
thrown on this matter by the project for building a new 
post office in the downtown section of New York. This 
enterprise was launched several years ago, and at the 
present time has progressed so rapidly that the foundation 
for the building is already practically excavated! But when 
relief and recovery are involved, the pace may become 
somewhat swifter. Unless this should prove true, recovery 
may have arrived before the Government may be able to 
do much with its five billions in hastening its coming. 

To support this colossal outlay, heavy taxation will be 
necessary, and this must serve as a warning that the per- 
missible limits of spending for recovery are not distant. 
If this experiment fails (and the hope is expressed that it 


will not) further excursions in a like direction can hardly 
be made. 
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CURRENCY AND CREDIT IN THEIR 
RELATIONS TO BUSINESS 


ANY people believe that could credit and currency 
be sufficiently expanded, an immediate revival in 
production and trade would follow. This belief rests 
upon the theory that the volume of business is conditioned 
by the volume of currency and credit. Were the theory 
correct, our prosperity at the present time should be with- 
out parallel, for we have more currency than ever before 
and more available credit. The school of thought opposite 
to that above mentioned holds that credit and currency 
are the results of business rather than its creator. At first 
glance, it would seem that, accepting this view, the existing 
huge volume of currency and credit should spell unex- 
ampled prosperity, as having been created by business activ- 
ity. But, on closer examination, it will be seen that this 
is not the case. Our existing supply of credit and currency 
is not a reflection of business activity but of something 
quite different—of huge spending on the part of the Goy- 
ernment. ‘The credit, created by Federal borrowing, and 
resulting in excessive bank reserves, does not represent 
business in the usual sense, and the available credit which 
the excessive bank reserves make possible is not being 
employed in the ordinary channels of production and trade. 
This problem is found in the banking bill now pending, 
and it was discussed with great lucidity and accuracy by 
James P. Warburg, vice-chairman of Bank of Manhattan 
Company, New York, in a statement made before the 
United States Senate Committee on Banking and Cur- 
rency. Mr. Warburg quoted the following observation 
made by Governor Eccles of the Federal Reserve Board: 
Fluctuations in production and employment, and in the national 
income, are conditioned upon changes in the available supply of cash 
and deposit currency, and upon the rate and character of monetary 
expenditures. 


Controverting this view, Mr. Warburg said: 


What little I know from practical experience, and what little I 
have learned from recognized authorities would lead me more nearly 
to the opposite conclusion; namely, that under our system the volume 
of business activity determines the available supply of cash and credit; 
and that the rate and character of expenditure have their effect upon 
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the available supply of cash and credit chiefly via their effect upon 
business activity. 


As already indicated, if this view be accepted, one must 
conclude, in the absence of a decided countervailing factor, 
that we are now experiencing a high degree of prosperity. 
That this is not the case has been explained, and the coun- 
tervailing factor pointed out. 

Credit that is the product of business represents a sound 
development, but credit produced by Treasury deficits 
represents something else. 

Mr. Warburg’s statement is entirely in line with sound 
authority and experience; that of Governor Eccles quite 
the reverse. 





PENSION PLAN FOR BANK EMPLOYES 
Hl cn the purpose of investigating the feasibility of a 


general pension plan for employes of baaks in the 

State of New York, a census of those employed in 
banking has been taken by a committee of which H. H. 
Griswold, chairman of the First National Bank and Trust 
Company of Elmira, is the head. The committee says that 
pension plans are available to banks with a large number 
of employes and cost approximately 9 per cent. of the pay 
roll, part of which is paid by the individual employe and 
part by the employing bank. They usually provide for 
retirement at age sixty-five, with a pension of a certain 
percentage of the annual salary for each year of employ- 
ment. 

While the large banks can adopt these plans, their 
applicability to the smaller banks presents some difficulties. 
These it is hoped to overcome as a result of this investiga- 
tion. Many banks already have pension plans in operation, 
and the movement for adding to them is becoming more 
general. But there are a few bankers— probably of the 
old-fashioned type—who are not enthusiastic over pension 
schemes of any kind, feeling that they tend to give the 
emplove too great a sense of security, and thus to diminish 
his incentive to keep himself on his toes to the end of his 
career. 
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A. B. A. MILDLY OPPOSES PARTS OF ECCLES 
BILL 


URPRISE has been expressed in some quarters at 

the mild character of the recommendations of a special 

committee of the American Bankers Association on 
the proposed banking act of 1935. “Bankers Give Up the 
Fight,” is the way Professor Frederick A. Bradford char- 
acterizes the report, in an article in the New York Herald 
Tribune. Perhaps that is an extreme statement of the 
‘ase, for the committee does make some suggestions for 
improving Title II of the bill, while substantially approy- 
ing Titles I and III. Probably the committee acted on the 
assumption that by adopting a mild form of criticism of 
the bill more would be achieved than by the display of open 
hostility to the measure in its entirety. Opposition to Title 
II has been based upon the fact that it would give the 
Government greater control over the Federal Reserve than 
has heretofore existed, and this is one of the strongest objec- 
tions made against the bill by the bankers of the country. 
If it be admitted that the recommendations of the special 
committee relating to some phases of the bill are not clear 
enough, this cannot be said as to this particular and most 
objectionable feature, for the report of the committee says: 

The committee believes that many of the changes in the Federal 
Reserve Act proposed in Title II of the bill are of a constructive 
nature and should have the support of bankers, if the method of 
appointment and the tenure of office of the members of the Federal 
Reserve Board, in whose hands it is planned to concentrate greater 
power than ever before, could be so altered as to insure, as far as 
possible, the absolute independence of the board from partisan or 
political considerations. It is our view that if a satisfactory solution 
of this problem can be found, one of the greatest objections to Title II 
of the bill, as proposed, will have been eliminated. We will address 
ourselves first, therefore, to Section 203 of Title II of the bill which 
deals with the all important question of the membership of the Federal 
Reserve Board. 

Since the passage of the Federal Reserve Act, informed opinion 
both in Congress and among bankers has been striving towards the 
ideal of making the Federal Reserve Board a body of such inde- 
pendence and prestige that it might be described as the supreme 
court of finance and banking. We believe there is greater need now 
than ever before for realizing this ideal. 


From the above it will be seen that the American 
Bankers Association, as represented by this special com- 
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mittee, is unequivocally opposed to political control of 
banking. ‘This being so, and since such control constitutes 
the chief objection to the proposed law, criticism of the 
special committee’s report seems hardly warranted. 

Whether the report of the committee was lacking in 
positiveness may be a matter of opinion, but certainly no 
one can justly state that the following resolution of the 
Connecticut Bankers Association is wanting in vigor: 

In general we strongly oppose provisions of the act which encroach 
upon the independence of the several states and which centralize in 
the Federal Reserve Board, itself completely under the domination 


of the Federal Administration, full control over the Federal Reserve 
Banking System. 


After all, the strategy to be followed in this instance is 
something about which bankers as well as others may 
properly differ. Evidently, the committee of the A. B. A. 
has acted on the theory that the sponsors of the bill in 
Congress are not wholly in the wrong, and that more will 
be accomplished by showing a disposition to guide and. 
co-operate with them than by assuming that they are either 
altogether misinformed or unpatriotic. 


NEW PROBLEMS OF BANK MANAGEMENT 


HANGED conditions have introduced many new 

and perplexing problems into bank management. 

How to earn operating expenses and to make at least 
a moderate profit is one of the most perplexing of these 
problems. With the large write-offs due to losses on in- 
vestments, loans and discounts, and the slack demand for 
loans, it has been no easy problem to keep banks out of 
the red. In fact, if those who so loudly condemn the 
banks for making exorbitant profits would consult the 
official records, they would find that in recent years the 
banks have been showing a deficit instead of a surplus of 
earnings. The Report of the Comptroller of the Currency 
for the year ending October, 1934, shows that for the year 
ending June 30, 1933, the earnings and dividends of licensed 
national banks showed a deficit of $218,384,000, and for 
the six months ending with December 31, 1933, a deficit 
of $154,988,000. 
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Recent official figures for some 7682 state banks reveal 
the fact that last year these institutions wrote off $205.,- 
000,000, which was counterbalanced by profits of $91,000,- 
000, thus making the net loss about $114,000,000. 

Since the worst part of the depression is receding into 
history, it may reasonably be expected that future losses 
will be less heavy, though it must be some time before net 
sarnings can reach substantial figures. In other words, the 
banks cannot make money until business revives to an 
extent that will largely add to the volume of loans and 
discounts. 

There is another banking problem, peculiar to the times, 
brought out in a recent article in the New York Journal 
of Commerce, from which the following quotation is made: 


The 15,000 odd commercial banks of the country now possess 
some $35,000,000,000 of deposits, exclusive of interbank balances. 
They hold more than $12,000,000,000 of Federal Government and 
Government-guaranteed obligations, which thus constitute more than 
half of their deposits, and almost 40 per cent. of their total loans and 
investments. Bank holdings of Government obligations are increasing 
steadily, but the same cannot be said of other types of banking assets. 

If this condition, in which half the resources of the average com- 
mercial bank are invested in Government obligations, is to continue 
for any protracted period of time, vital internal changes in bank 
organization will evidently be needed. When a bank buys Government 
bonds and makes available a corresponding amount of deposits to the 
Treasury, to be spent on relief, public works or otherwise, it exercises 
its basic function of analyzing and appraising credit to only a nominal 
degree. The Federal Government, through its taxing power and its 
control over the central bank, can always maintain service on its debt. 
Hence, the elaborate technique that is needed to study commercial and 
industrial credits becomes inapplicable and the role of the banks is 
reduced to merely that of automatically making available to the Federal 
Government all the deposit credits which it may desire. 


Although this is true for the present, and may be per- 
haps for some time to come, it is hardly likely that such a 
condition will be lasting. 

That some banks, even in these troubled times, have 
been able to show a fair profit, indicates surprising ability 
to make adjustments to changed conditions, and shows 
management of a superior character. It would be to the 
advantage of the banks and the public if management of 
this character more generally prevailed among the banks 
of the United States. 
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THE COURSE OF RECOVERY 

NE fact in the present situation is especially grati- 

fying. It is that now we can speak of the course 

of recovery instead of dwelling on the progress of 
the depression. While this has been true for some time 
past, it is more strikingly true at the present than in 
preceding years. Business is definitely on the upward 
trend. Perhaps the most encouraging feature in the situa- 
tion is to be found in the fact that the capital market shows 
unmistakable signs of revival. As this development has 
been long considered as an indispensable essential to re- 
covery, its emergence may be hailed with special satisfac- 
tion. 

Controversy exists as to the causes of this improvement 
in the business situation. Many ascribe the gain to the 
natural forces of recovery always asserting themselves over 
a period of time following every depression. Others find 
that the Government policies are providing the main in- 
gredients of the business tonic. Still others are firmly 
convinced that recovery has taken place in spite of what the 
Government has done, and would have been much greater 
and much sooner in coming had the Administration policies 
not hindered the process. But, should the revival of busi- 
ness prove to be sound and lasting, disposition to quarrel 
about its origin may well be adjourned. 

The few forecasters still left in the field predict that 
during the summer there will be a considerable recession 
from the upswing of the earlier months of the year, and 
this prediction now seems in the course of being verified. 
But these prophets also look for a decided improvement 
in the autumn to continue at least throughout the following 
winter. Shortly after that time, unfortunately, a fly may 
be discovered in the ointment, for we shall begin to hear 
the advance rumblings of a disturbing national campaign. 
Still, consolation may be gained from the reflection that 
by that time further improvement may deprive the dema- 
gogue of the opportunity distress has given him. 





Savings Banks Report Continued 
Gains 


HE savings banks of New York State continued to 

gain both in volume of deposits and number of deposi- 

tors during the first quarter of 1935, according to a 
report from the Savings Banks Association of the State 
of New York. Deposits at the end of the first quarter 
stood at $5,184,606,554. This represents an increase of 
approximately $30,250,000 for the first three months of the 
year and a gain of more than $62,000,000 since March, 
1934. Number of depositors at the end of the first quarter 
aggregated 5,942,212, approximately 46,000 above the pre- 
vious high record for the state, which was reached at the 
end of 1934. It also represents a steady gain totaling 
121,000 during the past year. 

“It is not unusual for the number of depositors to in- 
crease during the first quarter of any year, according to our 
records,” said Henry R. Kinsey, president of the Savings 
Banks Association and also president of the Williamsburgh 
Savings Bank, Brooklyn. “Nor was the gain in deposits 
wholly unanticipated, since it parallels similar gains in the 
first quarter of the last five years. 

“Savings banks have always been more interested in the 
number of "people they serve than in the vee of deposits, 
and it is gratifying to know that today we are serving more 
than ever before and that, that number caiman well over 
one-half the population of New York, if we consider Christ- 
mas Club accounts and public school savings accounts, 
which are not included in these individual totals. 

“We cannot avoid drawing a conclusion that the eco- 
nomic conditions in the state must have improved to permit 
so many more of our population to build up savings 
accounts.” 





Bank Liquidity and the Eccles Bill 


By CuarLes ASHLEY WRIGHT 


ECAUSE of the peculiarly important position of the 
B banking system in our national economy, its institu- 
tions and practices have been the storm center of 
most of the controversies generated by the depression. The 
events of the last few years have made it painfully apparent 
that the vital problem of preserving the liquidity of the 
structure of bank credit has not been adequately solved. 
To its solution have been directed the most important recent 
contributions of thought which concern banking theory and 
practice. 

The experiences of the last five years have made it 
clear that the methods of the more orthodox school of bank- 
ing philosophy have broken down in their attempt to pre- 
serve banking liquidity. With the failure of the banking 
system in 1931-32 and 1933 came the realization that struc- 


tural changes will be necessary to correct the defects of the 
old system; the beginnings of this realization lay in the 
formation of the R. F. C. and its development has led to 
the Eccles Bill. 


Two Approaches to Liquidity—When the mass of 
criticisms, opinions, and suggestions which have accumu- 
lated since 1931 is sifted, it appears that two general lines of 
approach have emerged: the first accepts the validity of 
traditional theories concerning liquidity distribution within 
individual banking portfolios and desires to ensure the 
application of those theories either through voluntary or 
legally enforced action on the part of each member of the 
system; the second is connected with the belief that facilities 
other than those provided by orthodox banking methods 
should guarantee the aggregate liquidity of the credit 
structure. Speaking generally, the first approach is con- 
cerned with the maintenance of banking liquidity by the 
creation of credit in such proportion between “self-liquidat- 
ing” and relatively “slow” loans and investments as to 
attain the desired end, while the second allows more free- 
dom to the banking system in the assignment of credit, and 
guarantees the liquidity of the system by the creation or 
extension of special machinery for the purpose. There 
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exist, of course, various shades 
these two extremes of thought. 
‘The experiences of late 1931 and early 1932, leading, 
as they did, to the formation first of the } National Credit 
Corporation and then of the Reconstruction Finance Cor- 
poration, made clear the expediency and even the necessity 
of utilizing, at least temporarily, the second of the two 
methods outlined above. The R. F. C., however, included 
facilities for providing financial aid to certain vital indus- 
tries, for supporting social relief measures, and for financ- 
ing “self-liquidating” business projects; consequently the 
relation of its banking activities to the basic problem of 
banking liquidity has not received as much attention as it 
deserves in view of the importance to the national economy 
of finding a means of avoiding a repetition of the unfortu- 
nate financial events of 1931-32 and early 1933. With the 
exception of Section 10(a) of the Federal Reserve Act, 
there has been no real attempt to provide a permanent 
cure for what may very well be a chronic malady. If the 
desirability of finding such a cure be admitted, it remains 
only to consider the possible lines of approach and the diffi- 
culties to be overcome in following them. ‘Though that 
task is beyond the scope of this article, certain considera- 
tions which seem to indicate that the second of the two 
general schools of thought mentioned above is more promis- 
ing than the first and certain of the problems involved may 
be briefly treated. 





and gradations between 


Eligible Paper and Liquidity.—Figures published by 
the Federal Reserve Board indicate that there was no 
dearth of eligible paper in the Federal Reserve System as 
a whole during the crisis of 1931-32. Nevertheless, the gen- 
eral widespread demand for liquidity necessitated by the 
emotional behavior of depositors led to the exhaustion of 
primary reserves by many otherwise sound banks, and to 
the liquidation of secondary reserves on a scale great 
enough to demoralize the security markets; the possibility 
that this demoralization was occasioned by a general desire 
for relatively liquid forms of wealth would seem to be con- 
firmed by the extension of price declines to the commodity 
market. It therefore seems reasonable to conclude that, 
during a period characterized by rapid liquidation, it is 
impossible for the banking system to alter within itself 
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the distribution of its credit resources so as to maintain a 
safe position. In different terminology, “shiftability” of 
assets is no longer sufficient to maintain the liquidity of 
large portions of the banking mechanism. 

This fundamental difficulty is not avoided by the pro- 
posals of the first general school of thought, for those 
proposals would establish an essentially uniform qualitative 
distribution of assets within the banks individually; that is, 
the liquid qualities of a Maine portfolio would be the same 
as those of the holdings of a California bank. There is no 
reason to expect that in the future the impact of liquidation 
will be more evenly distributed geographically than in the 
past. While it is conceivable that the whole banking system 
might be made sufficiently liquid to withstand future crises 
by the application of rigorous portfolio regulations, an 
approach based on such an assumption or an approximation 
thereto would provide at best an inefficient solution of the 
basic problem. 

Complete Safety Entails Limitations Regulations so 
stringent as to make nearly certain of the liquidity of every 
unit of the banking system—say by forcing the distribution 
of assets in fixed classes of different degrees of liquidity 
as determined by the “flow of goods” theory—unneces- 
sarily restrict the channels into which might be turned the 
credit of banks for which less rigid requirements would 
suffice; if portfolio standards are weakened, certain 
sections of the banking community necessarily become 
vulnerable in times of crises. In short, the attainment of 
complete safety, if it can be so attained, entails a net loss 
in efficiency through the limitation of ability of individual 
banks, to meet the varying needs of the sections they serve. 

If this plan be modified by setting up a central author- 
ity, with the power to alter portfolio requirements from 
place to place and from time to time, other obstacles arise. 
The system becomes subject to all those objections, real and 
fancied, which apply to a centralized control under a single 
authority, and, in particular, the necessity of basing action 
upon such a vague concept as “business conditions” would 
place the banking mechanism at the mercy of all the va- 
garies of human opinions and desires. 


Segregation of Banking Functions.—The functional 
separation of commercial and investment banking is con- 
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nected by its fundamental assumptions with the orthodox 
theory. ‘Through its recognition of the relationship be- 
tween the “flow of goods” and banking liquidity, which 
certainly exists in “normal” times, it makes a particularly 
strong claim for acceptance. 

There seem to be two main objections to this plan. In 
the first place, it would be necessary to establish some fairly 
rigid criterion by which loans suitable to commercial bank- 
ing could be sorted from those appropriate to investment 
banking; such a criterion could not be applied with any 
assurance that the volume of commercial deposits would 
be properly co-ordinated with the demand for commercial 
loans nor that savings would be equalled by investment 
opportunities. While it might be argued that such neces- 
sary adjustments between the supply and uses of credit 
might be made through the medium of the interest rate in 
“normal” times, yet in times of stress that instrument is 
ineffective. A shift of funds either from one section of the 
system to the other or out of the system entirely need be 
in no way matched by a commensurate change in the 
volume of existing goods or investments. 

Suppose, for example, there is a general shifting of 
funds from commercial to savings bank deposits. Con- 
ventionally, we should expect interest rates offered by com- 
mercial banks to rise and those offered by savings banks 
to decline until a new equilibrium between supply and de- 
mand on the part of banks for savings and commercial 
funds is reached; and to a crude approximation this is what 
would happen. However, if the process be considered 
in further detail, it is evident that equilibrium can be again 
attained not only through the effect of relative interest 
rates on credit supply but also through banking control 
of credit demand; to be specific, commercial banks can offer 
no higher remuneration to depositors and still reach a point 
of equilibrium by altering rates charged on loans. The 
shifting demand for commercial deposits might thereby 
lessen the supply without decreasing the demand for con- 
sumption goods, and, after a period of adjustment through- 
out a large portion of the price structure, such an alteration 
might be. permanent. It is advantageous to permit funds 
to flow as freely as possible, with a minimum of disturb- 
ance, into those channels in which they are most needed in 
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order to satisfy human wants; it is disadvantageous to have 
human material wants controlled by the credit mechanism. 


Education of Depositor Necessary.—Second, the sep- 
aration of commercial from investment banking would not 
increase the aggregative liquidity of the banking structure 
per se; it would merely separate in a rough fashion the less 
liquid from the more liquid loan and, while this would tend 
to reduce the likelihood of “freezing” commercial banks, it 
might be maintained that the potential liquidity of the in- 
vestments and savings section would thereby be propor- 
tionately impaired. 

This difficulty is to be avoided not by increasing the 
liquidity of the assets of the investments section of the 
system, but by reducing that of claims on those assets 
through the education of depositors or by the force of regu- 
lations. Either method might conceivably be successful, but 
both must suffer from the opposition of self-interest: from 
the point of view of the depositor it is desirable that his 
funds be immediately available—it will be difficult to per- 
suade him otherwise—and interbank competition for deposits 
will lead to the evasion and weakening of rules. Moreover, 
the only real justification for any step towards making 
claims on wealth, savings deposits for example, less liquid 
lies in the fact that no scheme has yet been devised which 
will work in any other way. In reality, it is highly desir- 
able that each man should be able to say “I want what I 
want when I want it,” provided the process of getting 
what he wants does not injure his fellows. 

It will be noticed from the above discussion that the 
objections raised to the qualitative regulation of portfolios 
are similar to those opposed to the functional separation of 
banks. At bottom, the plans differ only in form: both 
assume that individual liquidity is based on shiftability of 
assets of one form or another and ultimately, with aggrega- 
tive liquidity, on the consumption of goods; both provide 
a division of credit into loose categories determined by this 
assumption, the one within and the other without the indi- 
vidual portfolio; and both impose undesirable restrictions, 
one on the qualitative distribution of credit and the other 
on a section of the deposit structure, in an effort to ensure 
the liquidity of the banking system at those times when the 
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fundamental assumption behind the generally accepted view 
of banking liquidity no longer holds. 


“Shiftability” and Liquidity—That a relation between 
“shiftability” of assets and liquidity exists has long been 
recognized. What seems to have been for the most part 
overlooked is that ultimately all liquidity depends upon 
“shiftability” in some form—the liquidation of a commercial 
loan on an entrepreneur’s ability to shift an asset and the 
liquidation of a considerable volume of a bank’s deposits 
on its ability to shift paper or to shift goods indirectly 
through the liquidation of a loan. When paper only is 
shifted. aggregative liquidity is unchanged, though a par- 
ticular bank may have improved its position; w hen goods 
are shifted to the ultimate consumer and cash is thereby 
made available for the repayment of a loan, aggregative 
liquidity is increased, though it might be maintained that 
aggregative liquidity is altered, along with the necessity for 
its existence, by the process of repayment. Further 
speculation along this line promises little at present, but the 
point to be remembered is that all liquidity depends ulti- 
mately on buying and selling, on exchange, which in turn 
depends upon the fluctuation of human desires; the main- 
taining of liquidity is the guaranteeing of the provision of 
a supply of a universally accepted claim on wealth, cur- 
rency in particular. 

One must conclude that the goods and credit structure 
as a whole is always potentially illiquid; that is, not all 
claims on wealth can be simultaneously converted into a 
universally accepted claim, such as gold, at par. The very 
practical problem of preserving the liquidity of the indi- 
vidual bank reduces to the provision of a means of satisfy- 
ing any demands for cash which may be at all likely to 
occur. The only means thus far devised is the utilization 
of some type of reserve within the banking system, and the 
two general schools of thought mentioned above are con- 
cerned with the maintenance of this reserve. 


The Eccles Bill—The National Credit and Reconstruc- 
tion Finance Corporations implicitly recognized the failure 
of the existing mechanism to provide the distribution of 
reserves necessary to the satisfaction of demands for cash 
in 1931-32. The banking bill recently presented to Con- 





THE BANKERS MAGAZINE 


gress is another step consistent with the two previous ones. 
It permits the legal operation of the Federal Reserve 
System in a manner seemingly forced by circumstances; 
it places under a central authority those operations of the 
R. F.C. which pertain to banking, and it represents the 
latest development, and perhaps the ultimate victory, of 
the second of the two lines of banking thought. 

The changes in the Federal Reserve Act important 
from the point of view of banking practice and theory are 
those treating the loan and discount provisions and the 
requirements for the collateral backing of Federal Reserve 
notes. ‘The bill contemplates the extension of the redis- 
count privilege to “commercial, agricultural and industrial 
paper’ and it permits such paper to be used as backing for 
notes; further, it wisely retains the rule requiring a thirty- 


five per cent. and a forty per cent. reserve against deposits 
and notes respectively. 


The Federal Reserve authorities are faced with two 
major problems: first, that of liquidity, and secondly, the 


provision of credit in accordance with industrial needs. The 
existence of eligible paper in 1931-32, the situation was the 
same in 1933, was insufficient to prevent widespread bank 
closings, and a resort to “shiftability” through the market 
also failed. It seems evident that the preservation of bank- 
ing liquidity in time of crisis involves the absorption by the 
public of assets formerly held by the banking system; a 
commercial loan must be met by the sale of goods, and 
when bank runs are widespread, securities must be sold out 
of the banking system to pay depositors whether or not 
the security market remains relatively stable; in other 
words, the public must exchange its quick deposits for slow 
assets just when it is unwilling to do so. 

The only alternative is that provided by the proposed 
change—the creation of a mechanism for the absorption 
and exchanging of slow assets into the quick form de- 
manded by the public in time of crisis. This device should 
meet the situation adequately, at least until new and hither- 
to unthought-of problems arise. Liquidity, in so far as it 
can be said to depend upon the “flow of goods,” will be 
unaffected; the efficient utilization of commercial paper will 
be facilitated by making it less necessary for banks not 
experiencing runs to hold such paper; the security markets 
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will probably be stabilized by their partial elimination as 
factors in the shifting of assets in accordance with the 
fluctuations in demands for cash; and the full use of gold 
reserves will be permitted even though the Reserve banks 
are unable to obtain sufficient commercial paper for the 
purpose as happened in 1933. It will be necessary for the 
Federal Reserve so to determine its credit policies as to 
maintain reserves sufficient to ensure the aggregative liquid- 
ity of the banking system, a question capable of quantita- 
tive treatment, to absorb “slow” assets in times of crises, 
and to return such assets to the member banks and to the 
public as soon as possible after the crisis is past; it will be 
necessary to relate its policies closely to the total bank 
credit existing. 


Guidance of Credit—The powers given the Federal 
Reserve may be put to a further use. By the subdivision 
of assets into categories correlated with differing rates of 
discount or margins of safety it should be possible to con- 
trol, at least partially, the flow of credit into various chan- 
nels, in accordance with a previously determined policy. 
The same process of credit analysis and_ classification, 
guided in part by those considerations which prompted the 
Securities Act and publicly applied to individual cases, 
might easily be utilized as a convenient instrument for the 
partial reduction of those risks of investment which are 
determinable in the light of existing evidence, through the 
direct exertion of pressure on the credit status of corpora- 
tions. Here too is involved the necessity for a planned 
policy based upon a well formulated definition of “public 
good” and “fair and unfair” business practices; it should 
be remembered, however, that not too much can be expected 
from such policies because of the looseness and generality 
with which they must be administered—neither will the 
dangers predicted by those who oppose “paternalism” be as 
great as forebodings will indicate. 


Reserve Policy and National Welfare——Should a 
further study of these considerations show that they can be 
successfully ‘administered, it will be necessary for the Fed- 
eral Reserve to formulate a basic policy. The study of the 
relationship between the volume of credit, reserves and the 
price level will be more important than ever before; the 
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technique of developing the instruments of credit control 
available and that of their utilization will have to be studied; 
and if such instruments turn out to be effective in practice, 
a definitive consideration of the sociological effects of price 
changes, of the primary effects of the instruments them- 
selves, and of credit control would have to determine Fed- 
eral Reserve policy. It is therefore highly important that 
some method may be devised to make certain that the con- 
trol of the most vital single factor in the national economy 
shall be in the hands of an efficient, honest, unprejudiced 
man amenable to the influence of great permanent changes 
in national opinion but independent of social and _ political 
hysteria. 

Failing this, the economic problems of tomorrow may 
remain unsolved and the controversies of the future may 
be based not on reason but on political expediency. The 
banking system of the nation might easily become a wedge, 
splitting geographical or sociological interests. 





HOW TO GET RID OF WAR PROFITS 


REPEATED efforts to end war have failed of result to date. Regardless of 
general conviction of the futility and horror of military conflict, most 
nations are now busily engaged once again in preparing for the next one. 
Legislation for taxing profits of a few of the manufacturers whose earn- 
ings rise in time of war is hardly a convincing solution of the problem. 
The one effective means of eliminating profits from war is to end resort 
to armed conflict entirely—New York Journal of Commerce. 
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LATENESS Vs. 


Morris Plan institutions are far more 
concerned about the borrower who is 
late in meeting his obligations than 


they are about ultimate losses. 


A quarter century of experience has 
taught them that eventual charge- 
offs are small, but that slow turnover, 
due to delinquency, results in operat- 
ing losses. 

It is expensive to build up and main- 
tain machinery and personnel neces- 


sary to assure promptness; but it 





LOSSES 


must be done. Naturally, if delin- 
quency is kept low, losses are low. 
But the cost of keeping losses low 


is high. 


There is a distinct technique in 
industrial banking —the business in 
which Morris Plan institutions spe- 
cialize. Your local Morris Plan insti- 
tution will gladly make this special- 
ized service available to those loan 
applicants whose requirements do 


not fit into your operations. 
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Effect of Sinking Fund Operations 
on Bond Prices 


By W. H. Sterner and Oscar Laspon 


Professor Steiner is chairman of the Department of Economics in Brooklyn 
College, and Oscar Lasdon is a bond analyst in New York City——Enprror. 


HE sinking fund has been one of many devices em- 
Lieve to strengthen the position of the bondholder. 

While this feature has been widely discussed from the 
standpoint of protecting the investor, little information has 
been available regarding its effect on the market action of 
the security purchased. Such effect has been indicated by 
price movements in certain issues, which appeared to con- 
firm the general impression prevailing in bond circles. With 
this point in mind, it was sought to determine whether any 
relationship existed. Accordingly, a study of the effect of 
sinking fund operations on bond prices was undertaken. 

It is well established that a substantial proportion of 
bond issues have some sinking fund arrangements incor- 
porated in their indentures. Obligations of industrial cor- 
porations, particularly those of companies with depreciating 
‘apital assets, include such provisions. Sinking fund clauses 
are also common in public utility bond indentures while, in 
railroad issues, the proportion is relatively small. Recently, 
however, there has been an increasing tendency to apply 
this method of redemption to railroad mortgages. 


Analysis of Sinking Fund Clauses—A recent study, 
inquiring into the prevalence of sinking fund provisions in 
bond indentures, presented the following analysis. Out of 
1636 issues examined, 548, or 33 per cent. were found to 
have sinking fund clauses.’ It was further estimated that 

*Dewing, Financial Policy of Corporations (1934), p. 671, cites a study 


completed in the Harvard School of Business in 1933. In more detail, the 
analysis is\ as follows: 
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approximately 46 per cent. of the industrial issues studied 
provided for sinking funds while public utility and railroad 
issues showed percentages of 34 per cent. and 23 per cent. 
respectively. It was also ascertained that practically all 
mining issues had sinking fund clauses. 

Not all issues with sinking fund clauses fall within the 
scope of this study. This investigation has been confined 
to those situations wherein the proceeds of the sinking fund 
are used in the purchase of the same corporate obligation. 
Although the majority of bond indentures provide for the 
investment of sinking funds in the purchase of bonds of the 
same issue, some permit investment in government securi- 
ties, securities of other corporations, or other securities of 
the same company.” Furthermore, it must be remembered 
that sinking funds may be operated in a number of ways. 
The bonds may be retired by call, they may be purchased 
in the open market by the trustee or corporation itself, or 
offers of the bonds may be publicly invited through sealed 
tenders. Under the first method, there is little immediate 
effect on the price of the uncalled bonds and such situations, 
therefore, can be ignored. In addition, to study the effect 
of the fund on the security in question, it is necessary to 
know when the fund is in operation. Naturally, this fact 
would restrict the present study to those situations wherein 
tenders of bonds are publicly, requested. It would be poor 
policy for any corporation to disclose when it is retiring its 
own bonds in the open market. Also, only issues with 
sinking fund appropriations of $100,000 or more were con- 
sidered while, as a final qualification, only domestic corpo- 
ration issues listed on the New York Stock and Curb Ex- 
changes were studied. The latter limitation arises out of 
the fact that complete price records of unlisted bonds are 
difficult to obtain. 


Eleven Out of Fifty—A survey of sinking fund re- 
demption notices over a period of eight years showed that 
approximately fifty issues met these qualifications.* Of 
this number, only eleven had sinking fund appropriations 


*Dewing, op. cit., (1926), p. 610, cites a 1914 study showing that 72 per 
cent. of railroad bonds, 68 per cent. of public utility issues, and 80 per cent. of 
industrial obligations provide for the investment of sinking funds in the pur- 
chase of bonds of the same issue. 


*Through the courtesy of the Financial Information Co., New York City. 
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large enough to perceptibly influence the market prices of 
the issues concerned. Not all of these eleven, however, 
afforded opportunities for watching the results of sinking 
fund operations. For example, although calls for tenders 
of bonds were made regularly by the Computing-Tabulat- 
ing-Recording Company for its 6s, 1941, no bonds were 
offered. The high coupon rate and gilt- edge position of 
this issue resulted in its selling substantially above the 
redemption price. Consequently, investors were unwilling 
to part with them at that level. The Gulf Oil Corporation 
of Pennsylvania issues were in a similar position. The in- 
dentures of these issues provided that tenders of bonds 
could not be accepted above 100. Both the Gulf Oil 5s, 
1937 and 5s, 1947, however, generally sold above par. 
Likewise, little opportunity was afforded to study these two 
bonds. In addition, the Pittsburgh, Cincinnati, Chicago 
and St. Louis Consolidated Mortgage bonds, series A—J. 
generally sold above par, the redemption price. This, 
coupled with the fact that sales of these bonds were in- 
frequent, owing to large institutional holdings, made mar- 


ket analysis difficult. Consequently, only seven issues were 
left for intensive study. 


Series of Charts—In order to permit a close analysis 
of the market action of these bonds during sinking fund 
periods, a series of charts was prepared. These charts 
show the daily price fluctuations of each security studied 
for the interval of a month prior and two weeks following 
ach sinking fund date. For purposes of comparison, a 
dotted line depicting the trend of sixty high grade bonds 
is also included. In some diagrams, horizontal dashed lines 
also appear. These indicate the highest prices at which 
tenders of bonds were accepted by the sinking fund and 
are of value in drawing conclusions as to the effect of sink- 
ing fund operations. They are based either on official in- 
formation supplied by the companies or are approximations 
computed through the actual tender of bonds.* These 
charts, however, must be interpreted in the light of data, 


‘One company felt that publication of the highest price paid by the sinking 
fund for bonds tendered would be harmful, inasmuch as such notice might 
encourage investors to “play” sinking fund operations. Another company stated 
that such information was not readily available. Others refused to submit the 
requested data without offering any explanations. 
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some of which may be peculiar to each individual situation. 
Information relative to the amount of bonds outstanding 
and actual retirements effected by the sinking funds are 
also necessary. This is supplied in the following tables. 


ALUMINUM CO. OF AMERICA 5s, 1952 
AMOUNT ISSUED :—$60,000,000 MAXIMUM TENDER PRICE :—105 


Sinking Fund Sinking Fund Amount Highest Tender 

Date Appropriation ‘ Outstanding Price Accepted 
1/25/29 $1,027,485 $40,000,000 103.20 
1/24/30 1,000,169 ,39,021,000 103.00 
1/23/31 1,000,058 ‘38,067,000 104.98 
1/21/32 1,001,040 37,119,000 94.50 
1/23/33 1,000,000 36.081,000 95.00 
1/23/34 1,000,216 35,050,000 99.48 


PITTSBURGH COAL 6s, 1949 
AMOUNT ISSUED :—$#20,000,000 MAXIMUM TENDER PRICE:—105 


Sinking Fund Sinking Fund Amount Highest Tender 
Date Appropriation Outstanding Price Accepted 


12/20/29 $500,000 $20,000,000 99.99 
12/19/30 500,196 19,515,000 96.50 
12/18/31 500,002 19,009,000 88.00 
12/19/32 1,100,478 18,473,000 98.87 
12/19/33 1,100,824 17,201,000 100.00 


"In reference to the I. R. T. 5s, 1966, of the $235,247,000 bond; issued, 
$54,989,000 were pledged as collateral behind another issue of the same com- 
pany—thus reducing the amount outstanding in the hands of the public. 
Statistics relative to the amount of these bonds outstanding on the date of 
each sinking fund are not available. These figures were supplied only once a 
year by the annual report. However, following the October 1, 1934, sinking 
fund operation, bonds in the sinking fund totaled $54,355,000. It is important 
to note, nevertheless, that this amount also included bonds retired through 
several special sinking fund operations not taken into consideration above. 

As to the amount of Midvale Steel 5s, 1936 and U. S. Rubber 5s, 1947 out- 
standing, it should be observed that the figures presented do not take into con- 
sideration bonds held in the treasury, the amount of which may vary from time 
to time. In other words, they merely indicate “bonds outstanding in the hands 
of the public.” In this connection, it should also be noted that the decrease in 
the amount of bonds outstanding may not be due entirely to the operations of 
the sinking fund. In part, it may be the result of open market purchases by 
the company. For example, during 1931-32, over $5,000,000 par value of U. S. 
Rubber 5s, 1947 were retired. 

The following information regarding the Pittsburgh, Cincinnati, Chicago 
and St. Louis Consolidated Mortgage bonds may be of interest. All series of 
this issue are acceptable by the sinking fund up to 100. However, the com- 
pany in many instances experienced difficulty in retiring the desired amounts. 
On the various sinking fund dates, the following were the highest prices at 
which tenders of bonds were accepted. 

9/29 /27—100.00 9 /30/30—99.95 9 /30/32— 99.625 
9/29/28— 99.99 9/30 /31—-99.622 9 /29/33—100.00 
9/30/29— 99.74 

As of December 31, 1933, $35,795 000 had been retired by the sinking fund 

while $38,697,000 remained outstanding. 
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INTERBOROUGH RAPID TRANSIT CO. 5s. 1966 


AMOUNT ISSUED :—$235,247,000 MAXIMUM TENDER PRICE :—110 
Sinking Fund Sinking Fund Amount Highest Tender 
Date Appropriation Outstanding Price Accepted 
2/16/27 $474,834. Not available Not available 
8/23/27 513,283 vi ‘ 
2/16/28 600,915 . 
8/15/28 655,292 
2/14/29 710,011 
8/13/29 766,040 
1/ 1/30 828,515 
10/ 1/30 889,225 
4/ 1/31 951,269 
10/ 1/31 1,016,262 
4/ 1/82 1,091,614 
10/ 1/382 1,169,308 
4/ 1/33 1,255,822 
10/ 2/33 1,335,845 
4/ 2/34 1,410,589 
10/ 1/34 1,483,957 


MIDVALE STEEL AND ORDINANCE 5s, 1936 


AMOUNT ISSUED :—$42,655,500 MAXIMUM TENDER PRICE:—105 


Sinking Fund Sinking Fund Amount Highest Tender 
Date Appropriation Outstanding Price Accepted 


5/17/27 $853,681 $37,940,500 Not available 
895,000 37,085,500 e 
940.038 35,591,500 
996,433 33,640,500 
1,045,875 33,589,500 
33,079,500 
31,507,500 
30,913,500 


U. S. RUBBER 5s, 1947 


AMOUNT ISSUED :—#69,000.000 MAXIMUM TENDER PRICE:—105 


Sinking Fund Sinking Fund Amount Highest Tender 
Date Appropriation Outstanding Price Accepted 


1/28/27 $670,384 $60,739,800 Not available 
1/30/28 670,759 60,048,400 a 
1/30/29 670,021 59,355,400 

1/29/30 670,626 58,630,400 

1/29/31 670,240 57,852,400 

1/28/32 670,438 52,848,400 

1/27/33 670,001 52,000,000 

1/29/34 670,067 51,000,000 
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KOPPERS GAS AND COKE 514s, 1950 


AMOUNT ISSUED :—$25,000,000 MAXIMUM TENDER PRICE :—10314 
Sinking Fund Sinking Fund Amount Highest Tender 
Date Appropriation Outstanding Price Accepted 


11/20/30 $1,000,000 $25,000,000 Not available 
11/20/31 1,000,227 24,038,000 ci 
11/18/32 1,000,211 23,025,000 

11/20/33 1,000,077 21,807,000 


KOPPERS GAS AND COKE 5s, 1947 


AMOUNT ISSUED :—$25,000,000 MAXIMUM TENDER PRICE :—1021, 


Sinking Date 
Date 


4/27/28 
4/26/29 
4/28/30 
4/27/31 
4/27/32 
4/27/33 
4/27/34 


Sinking Fund 
Appropriation 


$1,000,000 
1,000,152 
1,000,766 
1,000,892 
1,000,582 
1,000,513 
1,000,337 


Amount 
Outstanding 


$25,000,000 


24,028,000 
23,050,000 
22,070,000 
21,112,000 
19,860,000 
18,570,000 


Highest Tender 
Price Accepted 


Not available 


Pittsburgh Coal.—Let us analyze each individual situa- 
tion. The Pittsburgh Coal 6s, 1949, afford an excellent ex- 
ample of the possible effects of sinking fund operations. 
It is to be noted that the fund’s influence on market prices 
is more apparent here than in most situations. This is 
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due to a number of factors. The annual sinking fund 
appropriation retires a proportionately large amount of 
the funded debt. In addition, the bonds. are rather closely 
held. Accordingly, purchase of any substantial amount 
immediately results in higher prices. The effect of the sink- 
ing fund is obvious from the chart. 


Aluminum Company of America—The Aluminum 
Company of America 5s, 1952, bring to light other interest- 
ing details. During 1929, 1930, and 1931, it may be noted 
that the effect of the fund on the market price of the bonds 
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was small. Undoubtedly, this was due to the fact that the 
bonds were selling above par, near the maximum redemp- 
tion price, at a relatively high level. It may also be observed 
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that precipitate declines occurred in 1932 and 1933, at and 
after sinking fund dates. Such action may be explained as 
follows. In both those years, some institution or institu- 
tions may have taken advantage of the sinking fund to 
divest themselves of large holdings of these bonds. Ordi- 
narily, such blocks cannot be liquidated in whole without 
immediately affecting the market price of the bonds. ‘The 
sinking fund, however, representing a bid for a large num- 
ber, affords an excellent opportunity to dispose of such 
holdings in short order. In 1938, part of the decline in the 
price of this issue was undoubtedly due to the ease in the 
bond market. Nevertheless, from the bond market index 
depicted in the chart, it is evident that the market had 
stabilized itself about a week prior to the tender of the 
bonds. ‘The conclusion that a large block of bonds was 
tendered at a price low enough to insure purchase by the 
company therefore seems to be in order. In 1934, the rise 
in the price of the bonds was coincident with a rapid re- 
covery in bond values, and was not due entirely to the 
operation of the fund. 


Koppers Gas and Coke.—A few episodes in the market 
action of the Koppers Gas and Coke 5s, 1947, and 514s, 
1950, deserve comment. In 1929, the decline in the price of 
the 5s, 1947, following the sinking fund date, probably 
indicated the liquidation of bonds which were tendered but 
not accepted. This seems a reasonable explanation inas- 
much as the bond market was fairly steady during that 
period. 1932, however, shows a rapid price rise due to the 
operation of the sinking fund. The relatively low market 
price induced purchase of the bonds in the open market for 
tender to the sinking fund. As a result, the price of this 
issue rose steadily for a period of two weeks until the date 
of the sinking fund—in the face of a declining bond market. 
Naturally, the low level at which the bonds were selling 
enabled the company to retire more of the issue. Thus, the 
effect on the price was more marked. With the termina- 
tion of sinking fund operations, however, the issue declined 
rapidly in price, succumbing to liquidation in the bond mar- 
ket. The 1933 rise paralleled a general improvement in 
market quotations. But it is apparent, because of the 
rapidity of the rise, that the sinking fund was responsible 
for a good portion of the advance. It may be observed 
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that although the bond market continued to rise following 
the sinking fund date, the price of this issue relapsed some- 
what. The 51s, 1950 in 1931, showed a sharp spurt im- 
mediately prior to the sinking fund date but subsequently 
declined along with the bond market. Liquidation in the 
bond market was evidently the controlling factor during 
this period. 

One factor in particular tended to prevent too rapid a 
price rise near sinking fund dates. Both the Koppers issues 
are equally secured and market prices of both generally 
bear a fixed relationship—tending to equalize yields. A 
precipitate rise in one issue, of course, makes the other a 
more attractive medium for investment. Consequently, 
there is a tendency to “switch” from one obligation to the 
other on such oceasions. Thus, while sinking fund opera- 
tions would bolster the price of one issue, at the same time, 
pressure would be brought to bear by “switching” opera- 
tions. This procedure, naturally, would tend to iron out 
excessive price advances. 
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Midvale Steel and U. S, Rubber—The Midvale Steel 
5s, 1936, and U. S. Rubber 5s, 1947, present added difficul- 
ties to analysis. Not only has information not been avail- 
able as to the prices at which bonds were accepted by the 
sinking funds but, in addition, these companies were evi- 
dently in the practice of submitting bonds from their own 
treasuries to the respective sinking funds. In other words, 
bonds were picked up at intervals during the year, the 
issues thus being afforded support in periods of market 
weakness. When calls for sinking fund tenders were made, 
these same bonds were submitted and transferred from the 
treasury to the sinking fund. 

With the exception of 1932 and 1933, the Midvale Steel 
bonds were selling, with other short-term obligations, on a 
low yield basis. This, in itself, militated against any 
marked fluctuation in the market price. In 19382, the sink- 
ing fund evidently acted as a sustaining influence on the 
price of the bonds as, following this operation, the bonds 
declined rapidly with the rest of the market. The rise 
witnessed in 1933 was due both to the sinking fund and 
the trend of the bond market. In the case of the U. S. 
Rubber 5s, 1947, taking into consideration the amount of 
bonds outstanding, the amount of the sinking fund appro- 
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priation was relatively small. ‘This in itself, disregarding 
the policy of the company of submitting its own holdings 
to the fund, would not ordinarily account for any sudden 
rise in the market price. 1933 affords the sole instance 
where, from the information available, it may be surmised 
that the sinking fund alone was responsible for a rise in the 
price of the bonds prior to the tender date. 


Interborough Rapid Transit——The 1. R. T. 5s, 1966, 
furnish an outstanding example of the effect of sinking 
fund operations. ‘This is due to a number of factors. First, 
it must be realized that the amount of the appropriation is 
constantly increasing, the retired bonds being “kept alive” 
in the sinking fund. Also, the fact that the bonds sell at a 
substantial discount greatly increases the par value of the 
bonds which may be retired. 

In this case, it is important to note that, when tendering 
bonds to the trustee for sinking fund purposes, it is not 
necessary to specify or identify the bonds being submitted. 
All tenders of other bonds, with the exception of the U. S. 
Rubber 5s, 1947, and the Midvale Steel 5s, 1936, must state 
the serial numbers of the bonds. Thus, except for the three 
issues named, it is impossible to offer bonds “short” to the 
fund. However, in the case of the 1. R. T., U. S. Rubber 
and Midvale issues, such a procedure is practical. The 
market for the I. R. 'T. issue is a broad one and bonds may 
easily be covered in the market in time for delivery. 
Furthermore, should the need arise, they may be easily 
borrowed and delivered to the trustee. The fact that the 
bonds may be offered “short” and purchased in the open 
market, if tenders are accepted, necessitates a close study 
of the action of this issue, not only before, but also after 
sinking fund dates. In this manner, the effect of short 
covering of the bonds on the market action of the issue may 
be ascertained. 

For the first few years, the influence of the fund was 
not very great, sinking fund appropriations being rela- 
tively small. However, as the appropriations increased, 
the effect became more apparent. 


Price May Rise Though Market Declines.—The rise in 
price in August, 1929, and in April and October of 1930, 
about two weeks prior to sinking fund dates, may be 
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attributed not to the operation of the fund itself but rather 
to favorable New York City traction news which made its 
appearance at those times. In both April.and October of 
1932, the sinking fund acted to sustain the prices of these 
bonds in the face of declining bond markets. As is appar- 
ent from the market action of the bonds during the latter 
period, it is evident that the price may rise following the 
sinking fund date even though the bond market is declining. 
In other words, in that particular instance, short covering 
actually resulted in a rise in the price of the bonds above 
that on the date of the sinking fund. The bonds were sell- 
ing at such a low figure that an unusually large number 
were retired, the appropriation being sufficient to take 
bonds offered substantially above the market. ‘This, of 
course, is exactly the opposite of what occurs in some of 
the other situations reviewed, when overbuying in anticipa- 
tion of the fund subsequently results in liquidation of a 
portion of those commitments. 

In 1933, the effect of the fund was sufficient to cause 
a sharp rise in the price of the bonds, although the bond 
market was tending lower. In April, 1934, the number 
of bonds tendered short and accepted was sufficient to stabil- 
ize the market for some time following the sinking fund 
date while in October of the same year, it accounted for ¢ 
gradual rise in the price of the issue for a few days follow- 
ing. By way of comment, it is worthwhile to observe that, 
in the case of this issue, buying in volume for “long” account 
starts about two weeks prior to the sinking fund date. 
Also, with the knowledge that such a program is entirely 
feasible, the amount of bonds being tendered “short” has 
greatly increased.° The latter operation, of course, adds to 
market stability rather than providing for a sharp rise in 
the price of the bonds. 


Market Value Enhanced by Anticipation—Generally 
speaking, it may be stated that the market value of securi- 
ties is enhanced by anticipation of sinking funds. The fact 
that the values created are often temporary and artificial 
is illustrated by price declines which occur in many cases 
after the completion of sinking fund operations. A sharp 

“A large increase in the volume of trading is noticeable around sinking 
fund dates, the issue becoming very active. This characteristic is readily 


apparent here because of the great market interest in the sinking fund opera- 
tion. It is also noticeable in other situations, though to a lesser degree. 
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drop in price, accompanied by substantial volume, usually 
indicates the selling of speculative commitments by traders 
whose bonds have not been accepted by the fund. 

it is apparent that the market action of any security, 
under the immediate influence of sinking fund operations, 
depends upon a number of factors. Of major importance 
are the following: 

1. The trend of the bond market. A steady bond 
market should afford a favorable background for a tem- 
porary price rise. A rising market should add impetus to 
such a rise. A declining market may preclude any rise 
whatsoever, may only result in allowing stability for a 
limited period or preventing an abrupt decline. 

2. The amount of the sinking fund appropriation. 
Naturally, a large appropriation can retire more bonds. 
Consequently, there is a more pronounced effect on the 
market price. This is especially true when the amount 
constitutes a relatively large percentage of the bonds out- 
standing. 

3. The price of the issue. The larger the discount at 
which the bonds are selling, the more can be retired. The 
effect is much the same as if the amount of the appropria- 
tion had been increased. If the issue is selling above par, 
near the redemption price, tenders of bonds to the fund 
generally constitute investment holdings. A _ high price 
discourages speculative purchase in anticipation of the 
operation of the fund, and the price of the issue before the 
sinking fund date is therefore less affected. If the issue is 
short-term and selling on a low yield basis, the effect of the 
fund is at times scarcely noticeable. 

4. The tendering of bonds to the sinking fund out of 
the company’s treasury. Such a procedure generally leaves 
the price of the issue to fluctuate in response to ordinary 
market forces as, where such a policy on the part of the 
company is known, purchase of bonds in anticipation of 
the fund is not made. However, should speculative pur- 
chases have been made in anticipation of the fund, a sharp 
price decline may occur at or following the sinking fund 
date, reflecting the disposal of unaccepted speculative hold- 
ings in the market. The company, in tendering its own 
bonds, would not necessarily be influenced by the prevail- 
ing market price in setting a figure at which it submits 
treasury holdings. 
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5. The tender of institutional blocks. Institutions fre- 
quently make use of sinking funds to dispose of large 
holdings of an issue. Disposal of an unusually large 
amount of bonds often cannot be accomplished within a 
short space of time, and often necessitates the acceptance 
of a lower price for the issue. The sinking fund represents 
a bid for a large amount of bonds, and institutions fre- 
quently scale down the tender price to a level at which they 
feel that purchase by the fund is assured. In such an event, 
an abrupt price decline at the sinking fund date is often 
witnessed, reflecting the disposal of unaccepted speculative 
holdings at the market. 

6. The tendering of “short” bonds, where such a pro- 
cedure is practical. Such an operation tends to remove 
some of the stimulus making for a rise in the price of an 
issue prior to the sinking fund date. As long as the possi- 
bility of tendering short bonds exists, long bonds will not 
be acquired as freely. However, the practice may account 
for a rise subsequent to the sinking fund date. The extent 
of the rise, other things being equal, would depend on the 
amount of “short” bonds accepted. The latter, of course, 
is influenced by the size of the premium above the market 
at which the fund has accepted bonds. The higher the 
accepted tender price, the greater the possibility of a rise 
in the market price following the fund date. 


Practical Ewperience-—The conclusions submitted are 
the result of practical experience in the bond market. It is 
to be hoped that this study, along with other investigations 
of special phases of the bond market, will contribute to a 
clearer understanding of price movements and their causes. 
Such an understanding can be achieved only through recog- 
nition of the many factors which influence market move- 
ments, and the diverse ways in which such influences make 
themselves felt. No single or all-embracing formula is 
adequate. Rather, the explanation lies in the interaction 
of the forces at work, some of which may be conflicting in 
character. In this study, such comprehensive treatment has 
been attempted. 
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Introduction.—The preceding articles have embodied 
attempts to analyze the present status of financial mer- 
chandising, to consider comprehensively the methods which 
now constitute the processes followed by financial institu- 
tions in merchandising their services, and to evaluate 
critically those processes. Attempts have been made to 
criticize the different methods used in this process as these 
criticisms have been warranted, instead of presenting an 
exposition of the methods used and then criticizing them 
all in conclusion. Numerous suggestions for changes have 
been included from time to time whenever it has been 
deemed possible that such suggestions might enhance the 
effectiveness and usefulness of the constituents of the finan- 
cial merchandising process. Nevertheless, such an investi- 
gation would not be complete without considering the 
merchandising process in toto, and without evaluating its 
usefulness in order to determine the possible extension of 
this usefulness. It is the purpose in this concluding article 
to present such considerations. 


Summary of Present Status.—The previous articles in- 
dicate that financial merchandising has had a vrolonged 
and spasmodic growth. Numerous practices have de- 
veloped from time to time and have later been discarded. 
Many points of view have constantly been present; differ- 
ent methods have resulted from these different points of 
view; and old methods have been adapted to changed .con- 
ditions and to new points of view. This has resulted in 
a great deal of conflict and disagreement as to the status 
of various practices in the merchandising process, and has 
provoked much criticism. Despite the criticisms directed 
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toward financial merchandising, and also despite its obvious 
defects, it is a process which will undoubtedly continue to 
serve the public and financial institutions for a considerable 
period of time in the future. 


Changed Viewpoint.-The point of view of financial 
merchandising has been constantly enlarging, and whereas 
it was once viewed as a process designed primarily to bene- 
fit financial institutions, it is now coming to be recognized 
as an influence for general welfare, and a distinct part of 
the educative process. All too frequently the attitude is 
taken by business men that education is a process dealt 
with solely by organized agencies which come within the 
usual category of educational institutions, such as colleges, 
universities, schools and correspondence courses. At the 
same time, every agency which disseminates facts and 
opinions constitutes an informative, if not educative, agency, 
and there seems to be little difference, if any, between 
informative agencies and educational agencies, unless it 
be the exception that informative agencies are likely to be 
imbued with bias or with the establishment of a point of 
view which is more or less narrow. 


Public Needs.—Few agencies exist at the present 
time which serve to disseminate information concerning 
personal financial administration. Some of the domestic 
periodicals include from time to time articles on budgets 
and expenditures; some of the agencies associated with 
home economics schools and farm organizations distribute 
material of this kind. Some of the more popular financial 
magazines attempt to accomplish the same thing, but all 
of the material contained in these publications tends to 
treat almost entirely of budgets, budget making, and _ pro- 
grams of financial independence, but few of these pub- 
lications describe the uses and advantages and disadvantages 
of services rendered by financial institutions, such as living 
trusts, life insurance trusts, and similar services. Conse- 
quently, the public is without information of this kind, 
and is loath to disclose its ignorance because it is a trait 
of human nature that most persons like to feel well versed 
on matters of financial administration and on finance gen- 
erally. One of the best sources of educational information 
of this kind should be financial institutions through the 
merchandising process. 
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The needs of the public for much greater financial in- 
formation have been considerably enlarged by the economic 
development which followed the war. The increase in stock 
ownership, the increased popularity of corporations, and 
other developments which have been referred to in a pre- 
vious chapter, have expanded the needs of the public for 
the services of financial institutions, and such information 
can best be brought to them through the merchandising 
processes of these institutions. 


Evidences.—Few investigations of a statistical nature 
are available which disclose the ignorance of the public on 
matters pertaining to financial institutions and the limited 
accomplishments of financial merchandising in overcoming 
this ignorance. One study of limited extent has been 
made under the direction of the Merchandising Depart- 
ment of ‘Temple University’ on the elimination of waste 
in merchandising bank services to married women. ‘This 
study was conducted by a house-to-house canvass in several 
of the suburbs of Philadelphia; 459 women were inter- 
viewed and certain questions pertaining to financial in- 
stitutions and the services which they render were asked of 
them. It is not necessary to repeat here the questions 
which were asked, but merely to point out a few of the 
facts which were discovered as a result of these questions. 
Some of these facts follow:* 


a. Only 58 per cent. of the women interviewed stated they were 
familiar with the services rendered by banks in settling an estate; 
only 52 per’ cent. in creating a trust under a will; and only 42 per 
cent. in trusteeing the proceeds of life insurance. 

b. Three-quarters of the women, whose husbands have not made 
wills, have not asked them to do so. 

ce. Over one-third would (if they were to receive a legacy) 
prefer it in one lump sum in preference to a yearly income for life or 
a yearly income plus an emergency clause. 

d. Only 10 per cent. of the women who were familiar with 
these services learned of them through advertising. 

e. Of the 46 women answering the question: “How did you learn 
of the difficulties involved in settling the estate of one dying intestate?” 
not one mentioned banks, bank employes, or advertising of banks. 

f. Only 3 per cent. of those who had made wills said they were 
influenced to make one by a trust company or its advertisements. 


*Keiser, Paul S., Elimination of Waste in Merchandising Bank Services to 
Married Women, Merchandising Department, Temple University. 
*Ibid., p. 6. 
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A number of similar facts were disclosed by this in- 
vestigation, but these are of sufficient importance to show 
that as a result of this particular study, if it may be con- 
sidered as representative, women, at least, are very poorly 
informed concerning the services rendered by financial in- 
stitutions. Of course, it is not feasible to deduce from this 
study alone that the same conditions pertain generally, 
but this is at least an indication of the financial illiteracy 
of women. Whether the financial ignorance of men is 
greater or less than that of women has not been substan- 
tiated statistically, but one might expect that it would be 
somewhat less. At the same time, such ignorance is not 
sufficiently less to warrant any conclusion that general at- 
tempts to disseminate financial education are not without 
justification. 


Other Evidences——Numerous additional evidences of 
the need for public education are found in the writings 
and statements of speakers and writers on this subject. A 
former president of the New York Stock Exchange has 
stated that “Fundamentally the cure for the fraudulent 
securities problem consists in a thorough-going education of 
the investment public.”* Members of the Investment Bank- 
ers Association, of the Financial Advertisers Association, 
and of the American Bankers Association in addresses and 
writings and especially at conventions have constantly 
reiterated the need for dissemination of educational informa- 
tion. The following statement made by a former chairman 
of the Economic Policy Commission of the American Bank- 
ers Association is representative of statements of this kind.* 

Public understanding of and public confidences in banking are 
essential elements in the preservation of our banking strength. The 
lack of these has been responsible in large measure for the bank 
failure situation of the recent past. It is a matter of deep public 


concern as well as a factor of great economic importance, that measures 
be taken in and out of banking to clear this situation. 


The responsibility for public education is one which re- 
poses not upon any particular type of financial institution, 
but upon all financial institutions. 

*Simmons, E. H. H., Financing American Business and Other Addresses, 
pp. 32-33. 


*Hecht, R. S., Only 1.2 per cent. of Deposits Affected, American Bankers 
Association, Journal, Vol. XXIV, October, 1931, pp. 205-206, p. 206. 
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Reasons.—Several reasons exist which render impera- 
tive the dissemination of financial education. In the first 
place, widespread education of the public would prevent 
a large amount of losses incurred annually through par- 
ticipation in unsound enterprises and also through careless- 
ness such as failure to convert bond issues, or to present 
them on redemption date. Secondly, education of the pub- 
lic concerning the operation of financial institutions would 
develop an understanding of the manner in which profits 
are made, and in which losses are incurred, and though 
it is impossible to educate all individuals, a broader under- 
standing of such fundamentals would undoubtedly be of 
great value in preventing the growth of much ill-will which 
now ensues in the wake of losses which result from bank 
failures, bond defaults, and similar losses. It would also 
enable financial institutions to eliminate more rapidly many 
of the free services which are of little use to the public 
and now cut heavily into earnings. In the third place, 
public education concerning financial institutions would 
prevent the moral weakening that follows losses incurred 
in investment commitments and in bank failures. The edu- 
‘ational director of the Investment Bankers Association, 
while speaking upon fraudulent securities some time ago, 
made a statement which applies to all losses, as follows:° 


It isn’t the dollar that is lost in fraudulent stock that is so im- 
portant. The greatest loss is in moral weakening that so often 
follows. The loser is crippled in ambition, in desire to work, to 
achieve, to be more useful. Incentive to thrift is weakened or killed. 


In the fourth place, increased knowledge of the services 
which financial institutions render would provide much 
greater satisfaction and comfort for individuals, and would 
prevent losses through unwise management by enabling 
them to know how to adapt these services to their par- 
ticular needs. Consequently, a strong case exists for de- 
veloping the educative aspects of financial merchandising. 


How the Process Educates.—The merchandising process 
has so long been thought of as one designed solely to sell 
that it is sometimes difficult to comprehend its underlying 
significance. Furthermore, this process has been thought 
of not as one which sells goods and services by educating 


"Rice, Samuel O., Financial Advertisers Association, Proceedings, 1923, 
pp. 40-44, p. 43. 
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consumers in the manner in which these services may be of 
use to them, but more especially it has been thought of as 
a process which attempts to seduce individuals by high- 
pressure and powerful appeals. The satisfaction result- 
ing from the consumption of some goods disposed of by 
such merchandising processes has probably not been so 
great as it might have been, due to the fact that the pres- 
sure used in developing these appeals has been of such 
intensity at the given time that the desire for the good 
did not last for long, and the satisfactions derived were 
primarily of a transitory nature. The merchandising pro- 
cess obviously attempts to appeal to the desires of in- 
dividuals in order to develop the psychological process of 
making a sale. At the same time, this psychological 
process is merely an effective method by which the in- 
dividual is shown the satisfactions which may be derived 
from a particular good or service. Financial merchandis- 
ing, when it attempts to dispose of sound services and 
when it attempts to show individuals that they may avoid 
the clutches of fly-by-night promotions, and how they 
may avoid losses incurred directly or indirectly by failure 
to preserve and to conserve assets renders a distinct satis- 
faction, and even though this educational process is adorned 
by appeals which will make the subject matter more in- 
teresting, there is no reason why this educative process 
should not be expanded so long as it attempts to mer- 
chandise services of a substantial nature and on a sound 
basis. In other words, when the merchandising process 
establishes as its goal the rendition of service in order to 
develop pleased and satisfied customers, it will find itself 
no longer subject to criticisms frequently directed against 
the marketing process, and will find, if its activities are 
directed at a large enough market, that profits will ensue. 


True Usefulness of Merchandising.—The true useful- 
ness of a merchandising process is not necessarily the im- 
mediate returns in volume of sales but rather the extent 
to which the good-will of customers is developed, because 
the institution, by rendering these services, has produced 
a complete sense of satisfaction from all transactions which 
have been made with the institution, whether a profit has 
been derived therefrom or not. The notion that financial 
merchandising and other forms of merchandising are es- 
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sentially carried on for the exploitation of consumers does 
not describe the true effectiveness and true service of the 
merchandising process. It cannot be denied that many 
businesses, or at least so-called businesses, have employed 
the merchandising process solely for purposes of exploita- 
tion, but businesses conducted on a high plane view the 
merchandising process not as an exploitive device, but 
rather as a link which binds the business and the custom- 
ers together by educating customers and prospects in the 
satisfactions which may be derived from the services 
offered. 


Criticisms.—F inancial institutions have rendered them- 
selves subject to sharp criticism from educators, economists, 
public leaders, and banking officials themselves, because 
they have not made greater attempts to develop the edu- 
cational aspects of merchandising. These criticisms fre- 
quently recur in the statements of investment bankers, 
commercial and savings bankers, and also in the chronicles 
of the Financial Advertisers Association, as well as else- 
where. A prominent advertiser in the autumn of 1932 
made a statement before the New York Financial Ad- 
vertisers Association in which he emphasized that financial 
merchandising was particularly deficient in its educational 
activities, and advocated sponsorship by the banks of a 
‘ampaign to educate the public in the necessity of inevitable 
readjustments brought about by the current depression. 
The opposition to changed tariff policy, war debt adjust- 
ment, balancing the Federal budget, elimination of govern- 
mental waste, and many other points of similar nature, 
were suggested by this advertiser as themes which might 
be treated by banks in their merchandising in order to aid 
individuals in expediting recovery. This is an illustration 
which goes somewhat beyond many of the statements made. 
but at the same time serves to illustrate the nature of these 
criticisms and conveys a challenge to the processes of 
financial merchandising. 


Proposals——Numerous proposals have been advanced 
as means by which financial institutions may expedite the 
educative process, and in summary these plans fall into 
the following classifications: 


*New York Times, October 12, 1932, p. 33. 





a ame rs aoe 


560 THE BANKERS MAGAZINE 


Sv 


1. The broadening of the educational aspects of financial mer- 
chandising. 

2. The use of influence in obtaining the development of courses 
concerning economics in schools. 

3. The development of local study groups for the consideration 
of financial topics. 


Financial Merchandising —Financial — merchandising 
may be expanded in educational scope by giving more 
information in the ordinary: course of educational activities. 
Advertising copy instead of admonishing individuals merely 
to create life msurance trusts might well show how these 
life insurance trusts operate and function; copy of an 
editorial nature describing the functions of a bank, the 
basis upon which it is organized, and the problem of bank- 
ers, all might be treated in advertising copy, and also 
topics such as those suggested above in the comments of 
a prominent advertiser. Publicity is of special value in 
educating the public, and many banks and other financial 
institutions have attempted to make use of the opportunity 
which they find therein. Some institutions have co-operated 
with newspapers, and officers have written articles for the 
financial pages, or else some persons such as _ university 
instructors have been retained to prepare such information 
which has appeared in the newspapers. In other instances, 
newspapers have co-operated merely by using material 
furnished by financial institutions or societies without giv- 
ing credit for authorship. Speakers have been furnished 
for clubs and other organizations, and the contents of these 
speeches have been designed to develop the educational 
aspects of the topics discussed. Selling may serve in a 
similar capacity, but has, in many cases, been rather de- 
ficient in this respect due to the fact that emphasis has been 
almost entirely placed upon signing on the dotted line, in- 
stead of attempting to acquaint individuals with the facts 
and characteristics of the particular proposition. It is im- 
possible, or at least undesirable, in a presentation of this 
kind to mention every method which might be followed in 
conducting educational activities by means of financial 
merchandising, but many of those methods have been de- 
scribed in previous chapters. Emphasis may be placed 
upon the desirability of utilizing these processes for this 
purpose, but the actual execution of these processes and 
the methods to be followed in doing so depend to a great 
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extent upon the ingenuity of the merchandising executive 
and his department in order to eliminate sameness in the 
methods which are used. 


Sponsorship of Courses.—The paucity of knowledge 
concerning financial institutions may also be combated by 
the extension of educational activities into school systems. 
This has been attempted in several places, and the move- 
ment has received considerable encouragement since it was 
begun in 1919. 

The Public Education Committee (now the Public 
Education Commission) in that year made the following 
statement which succinctly stated the point of view of the 
American Bankers Association at that time:‘ 


We believe that the present disturbed economic conditions in this 
country are largely due to a lack of knowledge of the fundamental 
principles of economics. Whether this be true or not it is proper 
to say that a wise and early solution of our problems can hardly 
be expected from a people who know nothing of these basic prin- 
ciples. Furthermore, continued ignorance will not justify confident 


hope in the future. 


Formation of this committee by the American Bankers 
Association originated the Public Education movement. 
Several series of talks were prepared explaining the bank- 
ing system in general, and the service of the bank as it 
relates itself to the handling of personal finances. These 
talks, changed from time to time, have been widely used 
before schools, service clubs, civic organizations, and by 
some of the state associations in their work.* The American 
Bankers Association has issued a considerable amount of 
material designed for the use of the state bankers’ asso- 
ciations, and has also recommended specific procedure to 
be followed in the utilization of this material. The pro- 
cedure recommended by the American Bankers Associa- 
tion follows: A state committee on public education should 
be organized under which the work should be conducted 
in the particular state. In those states which do not have 
such committee, the chairman or secretary of the state 


‘Quoted by Mr. Paul B. Detwiler, Chairman of the Public Education 
Committee, Pennsylvania Bankers Association, in his 1931 Report. 


‘Zimmerman, C. F., Public Banking Education, Commercial and Financial 
Chronicle, Vol. CX XVII, October 20, 1928, Part II, Sec. 2, pp. 121-122. 





THE BANKERS MAGAZINE 


———_—  — — 


association should put the plan before the state super- 
intendent of schools “and secure his recommendation and 
co-operation in asking his county and city superintendents 
to permit and invite this work in the schools under their 
jurisdiction.” Then follows the organization of the state 
by counties, with the suggestion that each county form 
an educational committee. In some cities, this work is 
carried on under the direction of chapters of the American 
Institute of Banking. Permission should also be secured 
to present the program before civic clubs, parent-teachers 
associations, Y. M. C. A.’s and Y. W. C. A.’s, teachers’ 
institutes, farmers’ meetings, Rotary, Lions, and Kiwanis 
clubs, using, of course, the material furnished by the Pub- 
lie Education Committee of the American Bankers Asso- 
ciation, or material prepared by the state association. The 
original program of the Public Education Commission has 
been augmented by a series of radio talks which were pre- 
pared under the auspices of the Public Education Commit- 
tee of the American Institute of Banking, and great en- 
couragement has heen given by the American Bankers 
Association to further use of these talks. 


1919-1932.°—The work which was commenced in 1919 
advanced rapidly until 1925, and then for about four years 
the work showed very little increase in the amount accom- 
plished. A very notable advance in this work took place 
during 1931 and 1932 as a result of the impetus imparted 
to it ‘by the banking hysteria of the period. The radio 
was used widely in the extension of this work and during 
the years 1931-33 three hundred and twenty-five radio 
talks were broadcast. A Texas station gave the local 
chapter of the American Institute of Banking the weekly 
use of its station for forty-two consecutive weeks and then 
extended the privilege for an indefinite period. 


Pennsylvania Activities —Pennsylvania affords an il- 
lustration of a state which has followed the plan recom- 
mended by the American Bankers Association. The State 
Bankers Association in Pennsylvania has a Committee on 
Public Education which directs the work. The Pennsyl- 
vania committee was formed by one representative from 


°The writer is indebted for this information to Mr. Richard W. Hill, Seec- 
retary of the Public Education Commission, Report for 1931-1932. 
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each of the association groups, and the committee members 
kept in touch with a live banker in each county within the 
group.'" Sixty-six key bankers in 1932 supervised the 
work being done.*' The conduct of programs in the pub- 
lic schools has been one of the points emphasized by the 
association as such. Key bankers have frequently addressed 
county teachers’ institutes, and booklets have been dis- 
tributed requesting that the talks contained therein be 
read to the pupils, and that essays then be written on the 
talks. This type of work was further extended, leading 
to publication of the American Bankers Association’s series 
of high school talks, so that the high school series might be 
placed in the hands of teachers in commercial departments 
and in civics courses. The Pennsylvania School Journal 
published by the Pennsylvania Educational Association 
also published some of the talks found in the high school 
series, and in addition to these activities the committee 
issued in folder form other radio talks which were avail- 
able.’” Eight thousand three hundred and forty-nine books 
published for grammar school use and twenty-four thou- 
sand four hundred and fifty-six published for high school 
use were distributed in the year of 1931-32. A new radio 
talk entitled “To Save or Not to Save” was introduced 
in 1932 and was also printed in folder form. Forty-six 
thousand of these folders were sent to member banks upon 
request.'' This illustration merely shows the manner in 
which some of this work is being conducted. 


Beginning in Grade Schools——One of the great criti- 
cisms which may be levied against school systems from 
the elementary grades, even on into college and _ profes- 
sional schools, is ‘the inadequate training given to boys and 
girls, and men and women, in the management of personal 
finances. High schools of senior and Junior grades have in 
recent years been including courses in civics and economics, 
but very little of this material has been of such nature 
that it would equip men and women with the necessary in- 
formation for the wise administration of income and _ per- 
sonal finances. Financial institutions may readily over- 


Zimmerman, C. F., Public Education, Commercial and Financial Chronicle, 
Vol. CXXIX, October 19, 1929, Part ITI, Sec. 2, p. 134. 

“Detwiler, Paul B., Address and Report of Committee on Public Educa- 
tion, Pennsylvania Bankers Association, 1932. 
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come this defect if it is possible to introduce material 
into the classrooms which will serve classroom purposes. 
In addition to this, essay contests sponsored by various 
banks or the local clearing-house or a group of banks tend 
to enhance interest in these subjects, and not only the 
interest of children who participate, but also the interest of 
adults who follow closely the activities of children. Visits 
of school groups to banks have also served as a useful 
method of acquainting school children with such institutions. 


Local Study Groups.—A number of opportunities are 
available to financial institutions to educate the public con- 
cerning the operation of such institutions and thereby to 
merchandise services, but these are not associated with the 
ordinary school systems, These opportunities are found in 
group memberships, cooking schools, and sometimes in the 
extension work of school systems. The latter activities 
might conceivably be included with the preceding group, 
but in view of the fact that they do not meet with the 
same frequency and the same regularity as does the or- 
dinary school system, they are treated in this classification. 
There are a number of gatherings of irregular occurrence, 
such as annual cooking schools, cooking institutes, other 
meetings of this kind, and club gatherings which afford 
bankers excellent opportunities to present material such 
as that sponsored by the American Bankers Association 
to groups of housewives. Weekly groups frequently be- 
come interested in having programs which banks might 
well sponsor and which pertain to investments, budget 
making, trust agreements, and financial management. Men’s 
clubs, as well as women’s organizations, also evidence in- 
terest in meetings of this kind. Furthermore, some banks 
have conducted series of lectures to which they have in- 
vited women and at which they have presented programs 
designed to aid women in the use of services offered by 
financial institutions. 


Illustration—A Detroit bank has been especially suc- 
cessful in conducting series of lectures for women. This 
bank conducted a series of this kind during the course of 
which women were invited to visit the bank once each week 
for one or two lectures upon some financial topic. The 
co-operation of local newspapers was obtained, and the 
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interest of the editor of the women’s page of a morning 
paper was also obtained. ‘The latter reported the event 
after each lecture and the society editors wrote articles 
commenting upon the nature of these lectures, and included 
the names of those in attendance. The publicity director 
obtained space in the financial page, and presented each 
week a picture of the speaker on the program for the fol- 
lowing week, and accompanied the cut with a brief bi- 
ographical sketch. Those who sponsored these lectures 
found that the women attended them in a _ businesslike 
frame of mind, and that they did not desire to have the 
niceties which accompanied the tea table and bridge party 
made a part of a class of instruction. They further ob- 
served that the women attending derived pleasure from 
businesslike procedure in the conduct of these meetings, 
and that they wanted to begin on time and stop according 
to schedule.” 


Other Methods.—Occasional events such as fairs and 
expositions may also be used to serve as educational de- 
vices by establishing booths at these places with demonstra- 
tions of the services offered by financial institutions con- 
stantly in operation. However, these border on the class 
of devices referred to as “novelties,” and must be used 
only with great discretion. 


Attitude of the Merchandising Department.—Mer- 
chandising departments have been somewhat reluctant to 
accept the point of view that their work is of an educational 
nature. Many of them have tended to turn away from 
educational activities apparently in the belief that they 
should direct their efforts to selling, and that sales could 
be obtained only by exercising sales pressure as directly as 
possible upon prospects. The point of view that a mer- 
chandising department is largely of an educational nature 
and the point of view that sales are obtained, generally 
speaking, solely as a result of education, can be reconciled 
by the attitude taken in many larger institutions. Many 
of these organizations have developed distinct educational 
departments, but there seems to be little reason in dis- 


“For a description of this plan, cf. Rosenblatt, Frances S., How to In- 
terest Women of Means in Financial Matters, Financial Advertisers Asso- 
ciation, Proceedings. 1929, pp. 81-84. 
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tinguishing between the merchandising department and 
the educational department, and it would seem that effec- 
tive work could be accomplished by bringing the educa- 
tional department under the jurisdiction of the merchandis- 
ing department. This would tend to provide co-ordination 
of programs, for then, if the advertising department is 
featuring a certain type of service, it might readily be de- 
sirable to conduct a series of lectures on the particular 
service receiving advertising emphasis. Furthermore, edu- 
cational activities so very closely resemble publicity ac- 
tivities that there is very little reason for separating them. 
Of course, it is recognized that publicity attempts to con- 
vey information indirectly, whereas no attempt is made 
in conducting educational classes or lectures to conceal the 
sponsorship of the particular financial institution. The 
merchandiser who views his activities as educational in 
nature will probably accomplish a very satisfactory piece 
of work and will establish standards in his merchandising 
toward which institutions less altruistic in their merchandis- 
ing strive to attain. 


Costs of Such Activities —Kducational activities must, 
of course, always be reconciled with costs because few in- 
stitutions are in a financial position which would warrant 
them to spend large sums of money merely as an outright 
philanthropy, and few of those would care to do so if they 
had sufficient funds to warrant such procedure. Between 
the two extremes in which great emphasis is placed upon 
high-pressure with powerful appeals and that which does 
not place such emphasis and is almost entirely altruistic 
in nature, there is a middle ground at which point the 
merchandising process is probably most productive. The 
merchandising manager by testing and analyzing campaigns 
and results must reconcile these two extremes at the point 
most desirable for his institution. 


The Duty of Financial Merchandisers——Financial in- 
stitutions might well lead the way in establishing standards 
of this kind for merchandising. Financial institutions are 
looked to for advice in the conduct of business; they are 
expected to establish higher standards of conduct than 
other lines of business; and there is every reason to believe 
that when institutions are expected to lead the way in 
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these aspects of business life, they should also be expected 
to lead the way in efficient, effective, and high-standard 
merchandising. 


ancial merchandising comprises a broad 
field of i endeavor, and consists of several ac- 
tivities closely allied in nature. Underlying these activities 
are found certain fundamental principles which warrant 
treatment of all of these activities under the heading of 
merchandising and which hardly justify the numerous di- 
visions which have been given to the business in the past. 
Financial merchandising is a process which is constantly 
developing, and changes constantly take place. Adoption 
of new methods becomes imperative almost overnight, and 
almost as rapidly they have become obsolete and inefficient. 
This necessitates intent alertness on the part of those who 
supervise merchandising activities. Whether financial mer- 
chandising is used for the benefit or harm of the public 
depends entirely upon the institution which employs it. 
Whether or not it is a wasteful practice also depends upon 
the methods employed, and every attempt should be made 
to conduct financial merchandising on the most effective 
basis possible. It is a field as yet relatively unexplored, 
and the more deeply an investigation into the field is con- 
ducted, the more keenly the investigator becomes aware of 
the unexplored avenues and the challenge which this spe- 
cialized phase of the marketing process gives to research. 
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Inflation of Income the Chief 
Obstacle to Recovery 


By Scovintk Hamuiy, Economist 


HE world-wide inflation of income was largely respon- 
[svi for this depression. By continuing to employ 
a faulty measure of income the nations were en- 
couraged to adjust their plant capacity to a demand that 
could not be sustained. In producing for new high peaks 
of demand they built up a burden of idle overhead that 
drove prices down in 1929 below the cost of production. 
Restoration of the free flow of trade and income awaits 
the application of a more exact measure of income. Only 
then can capitalization, mortgage interest rates, taxes, 
wages, be adjusted to actual buying power. 


New Balance to Be Struck.—The economic forces work- 
ing for contraction and deflation in this depression have 
failed to spend themselves because the readjustment of 
‘apitalization to actual earning power, as measured by 
profits, was no longer a sound basis for recovery. Idle 
overhead remains an obstacle to the cutting of costs enough 
to make a fair income return possible, with a low level of 
prices. There is a new balance to be struck in completing 
the liquidation process; a balance between the rate of growth 
of production and the rate of growth of sustained purchas- 
ing power or income. 

Income today is the main source of industrial activity. 
As a common source of buying power it was unknown 
before the 19th century. The return from the exchange 
of goods and services was too small to justify any general 
spending beyond the bare necessities of living. Production 
was carried on more for use than for exchange or profit. 
Society was compelled to buy spasmodically out of capital 
gains and gross profits. It was compelled to finance new 
plants from the same sources. The increase in capital for 
investment and purchasing power was irregular and inter- 
mittent. 

With the general introduction of power machinery and 
the division of industries, business activity increased. 
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“Money-making” and “money-spending” became general. 
Income gained in importance. From a mere trickle it in- 
creased to a swiftly flowing stream. The volume of flow 
for the United States amounted to approximately two bil- 
lion dollars in 1850, nineteen billions in 1900, and eighty-six 
billions in 1929. Pre-war estimates of income for the people 
of the United States indicate thirty-five billions of dollars, 
eleven billions for Great Britain, and ten billions for Ger- 
many. By the end of the 19th century income had at- 
tained to a position of first importance, as a source of 
buying power and new capital. 


Production and Consumption Out of Balance.—Before 
the emergence of income, saving rather than spending was 
the immediate cause of increased capital. As income gained 
in importance, spending took on new importance. It was 
essential to the absorption of mass production; to the steady 
employment of capital and labor. Regularity of operations 
was essential in order to cover the increase in overhead 
attendant upon the increase in the capital structure of 
industry. If too much of this income went into industrial 
expansion, the buying power of the masses was reduced. 
When earnings that belonged in the upkeep account were 
transferred into the income account, production and con- 
sumption were thrown out of balance. 

Income differs from wealth and profits, in that it con- 
stitutes a flow over a definite period of time. Profits and 
wealth constitute in large part an accumulation, over an 
indefinite period of time. Income constitutes the net earn- 
ings of industry; the gains arising out of the regular 
operations of business, after the cost of production or 
maintenance of the capital investment has been met and a 
minimum wage has been paid to labor. Rightly under- 
stood, income constitutes the net earnings of industry, ex- 
clusive of capital gains. Profits constitute the gross earn- 
ings, together with the accretion in value of securities. 

Capital gains and other forms of profit are sporadic and 
unpredictable while income, arising out of the regular 
activities and functions of business, is more stable and 
dependable. 

Income is essentially a measure of production; of the 
efficiency with which capital and labor combine. Profits 
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are more closely tied up with the gains attendant upon in- 
dustrial expansion. 


Cost of Production Dividing Line.—The cost of pro- 
duction is the dividing line between wealth, profits and in- 
come. In 1800 it was a very rough measure, a ratio or 
combination of capital and labor suited to an economy in 
which hand labor predominated. Under those conditions 
production could not be greatly increased without a cor- 
responding increase in the number of workers. The paral- 
lel growth of wealth and population insured the highest 
degree of capital-labor efficiency; the efficiency required to 
insure an output sufficiently large to cover the cost of 
production or maintenance of the capital investment, with 
the payment of a minimum wage to labor. 

Little by little new items of cost, such as depreciation, 
obsolescence, etc., were introduced into the upkeep account 
as fixed charges. The rapid growth of mercantile and in- 
dustrial capital during the 19th century encouraged land 
owners to take the actual: yield more fully into account. 
The income tax reflects this closer distinction. 

An income tax was levied for the first time in England 
in 1779. This tax distinguished more closely between net 
and gross earnings. Instead of taxing two farmers the 
same on land that varied in productiveness, the actual yield 
of the holdings was taken into account. While the ordinary 
expenses, the overhead of the business, were allowed for in 
the early history of the tax, it was only at a later date that 
depreciation and other losses were recognized. 

Profits Divided—This closer valuation of property 
facilitated exchange in land and other forms of wealth. 
Labor was brought more fully into the picture. The 
growth of corporate wealth gave rise to a multitude of 
stockholders, wage earners and managers. Profits had to 
be divided in such a way as to satisfy the stockholders, pay 
wages and salaries, and keep the capital investment intact. 
The same was true of buildings, mines, railroads, ete. 
Minimum wage scales were employed to safeguard labor 
against destructive competition. 

While many of the new items introduced into the up- 
keep account gained recognition in accounting practice, 
they failed of recognition in general business practice. As 
a result, some companies met fixed charges; others disre- 
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garded them entirely. The general practice developed of 
using reserve funds for reinvestment, with the hope that 
the increased returns from expansion would provide for 
renewals, when they became necessary. More and more 
of the funds that should have been kept in separate bank 
accounts or invested in outside securities found their way 
into the assets of the individual business. 

The Bell Telephone System added new plant worth 
$247,100,000 in 1932, as a result of the use of depreciation 
reserves amounting to $183,300,000 and the proceeds from 
salvaging equipment. 


Industry Depending on Old Measures.—With the 
general introduction of power machinery more capital and 
less labor were required per unit of production. The parallel 
growth of wealth and population ceased to serve as a 
measure of capital-labor efficiency; the efficiency required 
to insure an output that would cover the cost of production 
or maintenance. Notwithstanding the increase in the capi- 
tal structure of industry; notwithstanding the increase in 
overhead, industry continued to depend upon the old 
measure of cost that served as the dividing line between 
wealth, profits and income, when hand labor predominated. 
Under the new conditions the parallel growth of wealth and 
population was a measure of capital-labor inefficiency. The 
efficiency required to cover the cost of production could 
only be realized through slowing down the rate of popula- 
tion growth and speeding up the rate of capital growth. 

Not only was more capital and less labor required for 
all industry, but the proportion differed for the basic indus- 
tries. The upkeep of the soil and the upkeep of such 
ranishing resources as coal and oil differed materially. In 
failing to alter the proportion for industry as a whole and 
for the different basic industries, the capitalistic system 
placed a premium on inefficiency. The basis of the natural 
balance between profits and cost of production was de- 
stroyed. Instead of bringing production and consumption 
into balance, profits served to encourage expansion, regard- 
less of balanee. New producers and distributors were al- 
lowed to come into the-competitive field regardless of their 
inability to produce enough to cover. the bare expenses of 
upkeep. 
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Cae Ne — 


Original Meaning of Cost Lost.—The cost of produc- 
tion thus degenerated into a measure of what it cost the 
individual to produce. - The various definitions of cost 
under NRA codes reflect this confusion. Some codes de- 
fine cost as an average for the industry; others as a com- 
bination of the average cost and that of the individual 
concern; others as the individual’s alone; and still others as 
the cost of the lowest “representative member” of the 
industry 

We have lost track of the original meaning of cost, as it 
obtained in the days when hand labor predominated. The 
machine has led industry to believe that all distinctions 
between wasteful and efficient plants could be disregarded; 
that production could be indefinitely increased, costs re- 
duced and markets expanded. The irregular employment 
of men and machines attending this expansion was over- 
looked. 


Industry Now Expanding by Income.—For all practi- 
‘able purposes, the dividing line between wealth, profits and 


income has been destroyed. This has encouraged people 
to believe that there was no such thing as capital dissipa- 
tion; that there was no hard and fast line to be drawn 
between national income and national capital; that, in a 
broad sense, capital and income were not separate things 
but different ways of measuring the same thing. Today, 
wealth and population are expanding independently of each 
other; independently of any law of economy. Industry is 
expanding at the growing expense of income. 

The transfer of more and more of the earnings that 
belong in the upkeep account, into the income account, has 
resulted in the inflation of income. It has prevented us 
from realizing that income today is the main source of 
industrial activity; that the gains from expansion are of 
secondary importance. 

While there is a sound basis, under modern conditions, 
for the conversion of income into capital, there is no sound 
basis for the conversion of capital into income. The spend- 
ing of income for food, clothing, rent is not permanent in 
the sense of an investment yielding a money return. In- 
come employed to purchase property or securities with a 
marketable value constitutes actual conversion of income 
into capital. 
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Confusion of Wealth, Income and Profits—When we 
term a rise in the value of securities, real or book income, 
and realized depreciation in value, a loss or deduction from 
income, we are hopelessly confusing wealth, income and 
profits. This confusion is reflected in the judicial definition 
of income. In the case of Eisner v. Macomber, income is 
defined as “The gain derived from capital, from labor, 
or from both con.bined, provided it be understood to include 
profit gained through the sale or conversion of capital 
assets.” 

The deduction of capital losses in this country has cut 
Federal taxes during this depression almost in two. In the 
investigation of the House of Morgan and the House of 
Kuhn, Loeb & Company, Mr. Morgan explained that he 
paid no income tax in 1931 and 1932. Mr. Kuhn paid no 
income tax in 1930, 1931 and 1932. The deduction of 
capital losses as income losses rendered their income for 
those years untaxable. 

Many European countries treat appreciation in capital 
assets as an addition to capital and therefore not taxable as 


income. The English laws recognize more fully the differ- 
ence between that which is true income and that which is 
profits or an increase in the market value of property. 


English Property as Income.—In a recent address be- 
fore a group of Chicago realty owners and builders, Sir 
Raymond Unwin stressed the point that in England 
property is regarded in terms of income. Depreciation in an 
amount sufficient for complete replacement is allowed to 
accumulate over the life of the property. The English 
system tends to limit land values by the income that can 
be derived from the land. “It is only on a small scale that 
we ever think,” explained Sir Raymond Unwin, “of capital 
appreciation. We not only think of property in terms of 
income, but also tax it in terms of ratable income.” 

The measure of capital gains in the United States, and 
for that matter abroad, is at best a very rough estimate. 
We have no exact figures in this country on the total capital 
gains. According to Dr. E. A. Seligman, it would be safe 
to assume that in the year 1929 the tax on all capital net 
gains accounted for at least one-third of the entire indi- 
vidual income tax. 
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Prosperity Problems.—In “Prosperity Problems,” Mr. 
Arnold G. Dana, using the income tax returns, estimates 
the advance in spending power derived from capital gains 
in the United States from 1919-29, as amounting to 234 
billion dollars. 

Dr. Willford I. King has worked out some comparative 
figures for agriculture, showing the wide difference between 
realized income and income that included the changes in 
property values. In the seventeen years covered by this 
estimate, the gains in the value of farm property aggre- 
gated only thirteen billion dollars and the losses about 
twenty-one billions. 

The Brookings Institution estimates the profits for 
1929, derived from the sale of real estate, stocks, bonds, 
and the like, as amounting to 6.2 billion dollars. The eighty- 
six billion dollars of income for that year was made up of 
6200 millions from the sale of property, 563 millions from 
the sale of foreign investments, 79,410 millions from the 
production of goods and services. 


Australia Takes Census of Income.—tIn the absence 
of an exact measure of income, the nations are forced to 
depend upon rough estimates. Back in 1921, the National 
Bureau of Economic Research pointed out that only one 
country in the world—<Australia—had ever taken a census 
of income. In other countries what is known about the size 
of the national income and the mode of its distribution rests 
upon estimates. 

The collection of data for estimating the national in- 
come of the United States is of two kinds. One kind 
shows income received—the income tax returns, reports on 
wages and salaries, investigations of the profits of farmers, 
and the like. The second kind shows income produced. 
The most satisfactory way in the second case, that is when 
the data permit, is to start with the aggregate selling value 
of the industry’s output and subtract the total cost of all 
the goods which the industry in hand buys from other in- 
dustries. What is left constitutes the value product of the 
industry in hand. 





No Profit Appropriated for Depreciation—In_ the 
absence of an exact measure of cost, the various items 
going into the upkeep account lend themselves to arbitrary 
interpretation. The study of “Corporate Profits” by 
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Laurence H. Sloan, reveals that the majority of corpora- 
tions in this country make public no data whatsoever to 
inform their security holders as to the amount of profit 
appropriated for depreciation charges and reserves each 
year. Out of the total of 545 industrial concerns studied 
for 1926 and 1927, it was only possible to obtain data 
revealing the sums that were charged to depreciation and 
depletion in the case of two out of every five companies. 
“Some corporations,” explains Mr. Sloan, “in their published 
statements report operating expenses and depreciation as a 
single item; others lump depreciation and taxes; others 
combine depreciation and fixed charges. In numerous cases 
in the extractive industries it is impossible to determine 
whether any allowance has been made for depletion.” 

Since depletion has been allowed as a deduction in com- 
puting taxable income in this country, there has been a 
tendency to overstate in some cases, and understate in 
others, the actual amount of depletion. Careful account- 
ing in this connection is far from universal. In the agricul- 
tural industry it is almost non-existent. 

Overhead costs in the individual plant are for the most 
part rough estimates. It has been estimated that not more 
than one ‘manufacturing plant in ten in this country supplies 
detailed departmental overhead costs to the foreman. This 
simply means that the great body of wage earners is en- 
tirely ignorant of the overhead costs attached to the indi- 
vidual job. 

Our figures on capital gains and losses are equally lack- 
ing in accuracy. Dr Willford I. King says of these figures: 
“In the industries controlled by corporations, it is pos- 
sible to estimate, with some degree of confidence in the 
results, the total value of the industry at the beginning and 
the end of the year. Thanks to the Bureau of Census and 
the Bureau of Agricultural Economics, it is also possible 
to arrive at a moderately accurate statement of the value 
of farm property at yearly intervals. In other important 
fields, however, data are almost lacking, hence the values 
placed upon the business property utilized in such industries 
are nothing but guesses.” 


Vanishing Resources.—No systematic deduction is made 
in this country or abroad to cover depletion. We have no 
yearly inventory of resources kept up to date. The nations 
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are still in the dark as to where they stand in relation to 
their vanishing resources. 

In view of the world’s limited supply of soil, timber, 
mineral and water resources, we need something more than 
estimates; we need yearly census figures. The cost of such 
a census made by the Government would be prohibitive. 
Given an accurate measure of cost, the individual could be 
held responsible for furnishing the information. Every 
adult could be required to report on wealth, profits, income 
and population once a year, turning in the report to a local 
Government agency. This would involve every adult in 
the responsibility for maintaining a residential or post office 
address. 

Modern industry and government cannot function effec- 
tively without census figures. Outside limits to the growth 
of wealth and population have been reached. The nations 
cannot realize or exceed those limits without destroying the 
flow of income. 

In many countries the pressure of population has forced 
a division of land into farms of from two to five acres in size. 
Draft animals and power machinery cannot be employed 
to advantage. These farms cannot produce more than 
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barely enough for subsistence; they cannot produce income. 
Wealth has been increased in many countries to a point 
which is forcing an ever larger proportion of the working 
population into permanent idleness. 


Industrial Expansion Should Be Controlled ——The na- 
tions that have reached the saturation point cannot bring 
their rate of industrial expansion under control; cannot 
bring their rate of capital growth and population growth 
into balance with the growth of sustained purchasing 
power or income, unless industry in general is willing to 
remove the present premium on expansion. Under the 
profit motive for labor and investment, an industry that is 
not expanding is declining. In other words, the profits 
from gains that unduly stimulate expansion no longer com- 
pensate for unstable buying power. New customers are of 
less.importance than the recurring demand of old customers. 
Income has been transformed into the main source of indus- 
trial activity. 

Modern industry is faced with the task of changing over 
from extensive production to intensive production; from an 
economy which places a premium on expansion to an econ- 
omy which places a premium on the steady employment of 
men and machines; on the even flow of trade and income. 
The cost of the violent forward surging and recessing of 
business has become prohibitive. Rough estimates indicate 
that this depression has already cost over 250 billion dollars. 


Charting Prosperity and Depression.—In charting the 
waves of prosperity and depression for seventeen of the 
leading nations, Dr. Mitchell found that ten of the nations 
had recessions in 1890-91, fifteen in 1907-08, twelve 
1912-13, eleven in 1918 and fourteen in 1920. Between 
1800 and 1920, American business passed through fifteen 
periods of overexpansion and depression. The boom periods 
which varied in intensity were attended by inflation and 
speculation, with overexpansion and unemployment. 

Until the farmers and manufacturers, the capitalists and 

yage earners, in every field of enterprise, look more to 

annual earnings than to the increase in capital values, idle 
overhead will continue to increase at the growing expense 
of income. 

The substitution of an upward climb by easy grades 
and stages, in place of surges, depends upon the substitu- 
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tion of income for profits as the main incentive to labor 
and investment. ‘The nations can eliminate wasteful ex- 
pansion as a source of profit by employing a fair income 
return as a balance to the rate at which new human and 
material resources are brought into use. The use of a fair 
income return as a balance to industrial expansion would 
give flexibility to the capitalistic system. It would provide 
for the expansion or contraction of wealth and population 
in the interest of rising standards of living all along the 
line; in the interest of increased income. 
























Balance Should Bring Fair Return.—Balance between 
the capacity to produce and consume would be attended 
by a fair income return. Any departure from this balance 
would involve a loss of income. By sharing the cost of 
production and income on a predetermined basis, balance 
could be made the first interest and concern of capital and 
labor. They could be jointly held responsible for prevent- 
ing production from running ahead of consumption; for 
preventing too many oil wells, banks, acres of land, coal 
mines, people, etc., from being brought into use at one and 
the same time. It would be to their interest to delay ex- 
pansion until the efficient plants were fully employed. It 
would be to their interest to delay expansion until the 
prospects of a fair income return on new capital and labor 
were reasonably certain. 

The adjustment of capitalization, mortgage interest 
rates, wages, dividends to actual earning power, as meas- 
ured more by income than by profits, awaits the outworking 
of an accurate measure of cost or standard of capital-labor 
efficiency. Until this cost has been determined the dividing 
line between wealth, profits and income will remain an 
enigma. The nations cannot liquidate their idle overhead; 
cannot restore the flow of trade and income with an inflated 
measure of buying power. 


Scientific Account Analysis 


Rewarding the Profitable Account 


By Freperick W. HErzeE. 


This is the sixth of a series of articles on the scientific analysis of check- 
ing accounts. The first article appeared in the December nuwmber.—Enrtor. 


having deficient balances may exceed those having ex- 

cess balances, there are, nevertheless, many accounts 

in all banks that still have balances in excess of actuat 

requirements. Any method of analysis that did not make 
provision for such accounts would be incomplete. 

It is believed that when the practice of paying interest 
on demand deposits was originally instituted, it was done 
for the purpose of rewarding depositors for and encourag- 
ing them to maintain large balances. The interest, in all 
probability, was paid in the belief that it would amount 
to a profit sharing arrangement whereby those accounts, 
proving to be more profitable than the average, would be 
afforded a means of participating in those excess profits 
which they were helping’ to create. 

If that was the original purpose of interest payments 
on demand deposits, it was a logical method of equalizing 
the cost of bank service to the respective depositors. Re- 
gardless of the original intent of interest payments on de- 
mand deposits, however, the widespread participation in 
the practice by bankers in this method of rewarding the 
exceptionally profitable account gradually degenerated into 
nothing more than an inane competitive means of bidding 
for business, regardless of its value to the institutions ob- 
taining it. 


: LTHOUGH the proportionate number of accounts 


A Common Practice.—Interest payments on demand 
deposits became such a common practice among bankers 
throughout the country that depositors were Jed to expect 
that they were rightfully entitled to receive it, regardless 
of balances maintained by them or the value of the serv- 
ices they were already receiving from their bank. 

In a great many institutions the only stipulation 
adopted for the regulation of interest payments was the 
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designation of some minimum balance on which interest 
would not be computed. Even with such meager regu- 
latory rules, it was the practice in many institutions to 
compute balances, for interest purposes, as they appeared 
on the ledger with no regard for the proportion of those 
balances that might be in the process of collection and 
were, therefore, unavailable to either the bank or the de- 
positor. 

Comparatively few banks made any attempt to value 
the services rendered in comparison to balances maintained 
before crediting interest to the accounts. In many insti- 
tutions it was quite the common practice to leave this 
vitally important function of dispensing the bank’s profits, 
and in many cases the bank’s actual assets, to some junior 
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—— 


clerks guided only by rule-of-thumb regulations, while 
the officers devoted their attention to less important detai)s 


Rewarding Excess Profit—But the question may now 
arise that, inasmuch as we are now to make a thorough 
analysis of each account and in the event of, not only a 
loss, but an insufficient profit, we are to charge an ac- 
count, would it not be, in all fairness, only just that in 
the event of an excess profit we would reward the account 
by the payment of, at least, a portion of that excess to 
them. 

Such a question has the elements of logic based upon 
the desire for fair treatment. A fair and equitable plan 
will be the most productive of lasting benefits to our in- 
stitutions, as well as their depositors but, while the pay- 
ment of excess profits to depositors in the form of interest 
credits might appear to afford an equitable means of ac- 
complishing our purpose, interest payments on demand de- 
posits would also afford the means of again dangerously 
courting the indulgence in unsound banking practices and, 
in fact is in itself an unsound practice. 

Demand deposits represent working capital, or the 
surplus funds, of the owners thereof awaiting a propitious 
opportunity for employment. As such, they should not 
receive benefits, credited directly to them in the form of 
monetary values. The owner of those funds should re- 
ceive no assistance from the banking fraternity in compet- 
ing with it in a field that should be reserved exclusively 
to the banking institutions. 


Service of Commercial Bank.—A commercial bank ren- 
ders a service for which it is particularly adapted and for 
which there is no substitute that can be furnished by any 
other type of organization. Its means of existence is the 
employment of the transitory funds of its depositors. 

No other type of organization can offer a suitable sub- 
stitute for its services and no other organization or indi- 
vidual should be allowed to encroach upon its means of 
existence. To do so produces disastrous results for both 
the bank and its depositors. 

The payment of interest on demand deposits fosters 
the belief of individuals in the right to receive a monetary 
reimbursement on unemployed funds. If the individual 
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or corporate owners of funds are to expect a monetary 
reimbursement therefrom they should put those funds at 
employment themselves, accepting the full risk and re- 
sponsibility entailed in so doing. Allowing the general 
public to participate in the benetits of the demand invest- 
ment field without the acceptance of the risk and the re- 
sponsibility entailed fosters an uncontrollable credit struc- 
ture. Such a condition should not be abetted by bankers 
even indirectly by means of interest payments on demand 
deposits. 

It does seem, however, that if we are to be sincere in 
our efforts of dealing equitably with all depositors, that 
if we are to exact a satisfactory profit from every account 
based upon a given standard that we should have some 
method of reimbursing the account that voluntarily main- 
tains balances in excess of that standard. 


Complies with Sound Banking.—It is not onlv ap- 
parently fair that we should do so but it is possible for 
us to do so and still comply with the requirements of sound 


banking practice. 

Various banking functions are so interdependent upon 
each other that almost every function represents both a 
source of income and of expense. It is only logical that 
we compute the net results of an account and if the ele- 
ments of income sufficiently outweigh the elements of ex- 
pense, to consider the account a satisfactory one and render 
the services without additional charge. What we have 
actually done was to render a service, which constitutes an 
expense, in return for the use of funds on deposit, which 
constitutes an income. 

We do not compute the results obtained on a daily 
basis, however, but for a period, usually of a month. Some 
days throughout the month, undoubtedly, would show a 
loss on the account, if computed for each day individually. 
However, if on successive or preceding days the account 
was productive of enough profit to make the average re- 
sult for the period a satisfactory one, the account is so 
considered. to be. 


A Month Analysis Period—The month makes a con- 
venient analysis period, being long enough to give the 
advantage of a full business period subdivision and also to 
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FIGURE 4 


even out the inequalities in balances and services that occur 
from day to day and yet short enough to prevent the risk 
of allowing service charges from accumulating for too long 
a period of time before being collected. 

In many businesses, however, their requirements for 
banking services are seasonable, running at a peak at one 
season and tapering off during the remainder of the year. 
If during their active season they consume a greater value 
in services than their balances warrant, but in their less 
active season they contribute more in balance values than 
is required by our standard, it seems only fair that we 
have some means of allowing credit for the period of ex- 
cess profits. from the account to apply against the period 
when service expense exceeds balance values. 

The principle of so doing not only seems fair, but 
could be quite simply put into effect under the “analastic 
method of analysis.” 


Analysis of Eacess- Profit: Account—To illustrate the 
method of so-doing we will analyze an account that will 
show: an excess: of profit over our required standard and 
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carry the excess to the accounts credit during successive 
months. For our purpose we will again use our previous 
accounts with the balances again increased. This time we 
will have balances aggregate $257,600 as shown in Fig- 
ure 4. 

Subjecting this account to the analastic analysis would 
give us the following results: 


ACCOUNT NUMBER FOUR 
Required Balance ............ $134,600 
Actual Balance 257,600 


Excess Balance ............. uticamli 3, See 


As when there was a deficiency balance, there was evi- 
dence that the depositor should be charged, now when an 
excess balance is disclosed there is evidence that credit can 
be accumulated for the depositor’s benefit. 

In determining the charge to be made to an account 
we computed it as the amount the deficiency balance would 
have earned had that amount of funds been in the bank’s 


possession. In computing the credit allowance, however, 
we cannot compute the full earning power of the excess 
balances. To do so would leave no profit margin to the 
bank on those excess funds. 


Percentage of Balances Is Standard.—The standard we 
are adopting is unvarying for it is always based upon a 
nercentage of balances either actual or required, whichever 
is the larger. In this account the balances exceeded re- 
quirements by $128,000 and the bank is rightfully entitled 
to earn a profit thereon to the same extent as it did on the 
rest of the balances in the account. The bank acted as 
custodian of these funds and held them readily available 
for the depositor’s use and therefore expects to earn a profit 
thereon to the extent of 1 per cent. per annum. Any in- 
come thereon in excess of that amount would accrue to the 
benefit of the depositor. Therefore the credit accruing to 
the depositor in this case would be the amount that $123,- 
000 would produce in income minus the 1 per cent. retained 
by the bank as its profit for services rendered. 

This percentage of profit, lending itself as readily to 
charting as did the other factors previously discussed, has 
been made up in table form which is illustrated in Figure 10. 
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Figure 10.—This table will be used in the same manner 
as was the charge table, except that it will be used only in 
cases where balances are in excess of requirements. 

Referring to this table we find that $123,000 would be 
entitled to a credit of $8.09. 

To illustrate the manner in which this credit can be 
accumulated for the benefit of the depositor we will assume 
that the four accounts analyzed are actually the account of 
one individual for four separate months. We will further 
assume that the last account analyzed will be the first 
month’s account in order of sequence. Accounts numbers 
one, two and three will represent the second, third and 
fourth months respectively. 

The resulting charges or credits to the four accounts 
for the four months would have appeared as follow: 


Month* Charge Credit 
First Month (Acct. Four) —0- $8.09 
Second Month (Acct. One) Re —0- 
eIGG MOU CACCE: NWO) -..53.0..2500c6.0.5 sce —0- 


Fourth Month (Acct. Three) —0- 


Inasmuch as there was a credit of $8.09 accruing to the 
benefit of the depositor during the first month, it would 
have been sufficient to absorb the following months’ charges 
of $6.26 and still leave an accumulated credit of $1.83 for 
the depositor. This amount was just sufficient to absorb 
the following month’s charge and for the fourth month the 
account neither accumulated a credit nor incurred a charge. 

The net result for the four months, for this account, 
would therefore appear as follows: 


Accumulated 
Month Charge Credit Credit 


Wivat SGM ..c oo $8.09 $8.09 
Second Month $6.26 —0-— 1.83 
Third Month 8 —0- -0- 
Fourth Month . —0- —0-— 


Rendering Services at a Profit—Under such a plan, 
although we do not violate sound banking practice, we 
would be dealing fairly with a depositor in that we would 
make it possible for him to build up a credit against future 


*All months, in our illustrations, will be assumed to have just thirty 
days in order to maintain uniformity of comparisons throughout all of our 
examples. 
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service requirements. It would be sound business practice 
to do so for it would tend to encourage those having 
accumulated credits to avail themselves of more banking 
service. ‘The bank’s opportunity for profitable operation 
will increase in proportion to the demand for the services 
it has to offer, if the services it offers can be rendered at 
a profit to itself. 

Permitting credits to accumulate for the customer’s 
benefit will encourage the maintenance of increased de- 
posits and also facilitate the collection of charges, when 
necessary, because of the realization on the depositor’s part 
that the bank does endeavor to treat him fairly at all times. 

Although it would be possible to accumulate charges in 
a similar manner against possible future excess balances, it 
would be inadvisable to do so. If at the end of an analysis 
period there is a deficiency balance, a charge should be 
made, if there is no accumulated credit to offset the 
deficiency. 


Longer Analysis Period—Some banks may prefer to 


use an analysis period of longer than a month’s duration 
to allow greater latitude for the inequalities in balances to 
work out. If so, it can be employed without any change 
of procedure inasmuch as all calculations are predicated on 
the reduction of all amounts to a one day equivalent and 
therefore the period of time covered by the analysis, whether 
it be less than a month or more than a month, is immaterial. 
One account could be analyzed for a period of one week, 
another for the period of one month, and another for the 
period of a quarter, using the same tables in each case and 
all results would be uniformly accurate. Because such is 
the case, it is not recommended as a practice, however. 
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How to Obtain Bank Costs 


Analysis of Expenses and Distribution of Salaries 


By E. S. Woo.Ley 


President, E. S. Woolley Corporation, New York 


This is the sixth of a series of articles on bank cost accounting. The first 
article appeared in the December number.—Enpiror. 


EFORE the expenses can be distributed to the va- 
B rious departments they must first be analyzed accord- 
ing to the various kinds of expense. A form of 
analysis sheet for thus analyzing the expenses is shown in 
Exhibit H. Probably many of these expenses will already 
have been shown separately in the expense distribution 
journal. In such eases it will only be necessary to con- 
sider the totals at each closing period. ‘The better the 
breakdown of the expenses, the more accurate will be the 
departmental distribution. Therefore the more accurate 
will be the cost. Naturally such “costs” are nothing but 
meaningless figures unless they are reasonably accurate. 
The total of the expenses shown on the analysis sheet 
must agree with the totals which have been charged into 
the undivided profits account for the year, exclusive of 
interest, losses and dividends. On the form of analysis 
sheet shown, it will be noted that there are two columns 
provided for “donations and subscriptions and dues,” 
“insurance and bonds,” “taxes” and “unclassified.” The 
reason for the second column is so that the various kinds 
of these expenses can be indicated. This is necessary be- 
cause all subscriptions and dues are not chargeable to the 
same departments. Neither are “insurance and bonds,” 
“taxes” or “unclassified.” The account of “unclassified” 
items should be kept as small as possible. 

There is frequently a tendency to post too many items 
to an account titled “unclassified” or “miscellaneous.” 
Sometimes this account totals many thousands of dollars 
on the books. Also it often contains many items which well 
warrant an account of their own. Actually, any miscel- 
laneous expense account should only contain small items of 
infrequent recurrence, such as “supper money,” “laundry,” 


cece 


ice,” “books and periodicals,” ete. Otherwise, the manage- 
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ment does not have sufficient information to intelligently 
control the expenses. If the expenses are broken down into 
the general classifications in the expense distribution journal, 
it will only be necessary to use a form such as Form H for 
those expenses which are not sufficiently divided for depart- 
mental distribution. A classification of expenses should 
include at least 


Salaries 

Stationery and Supplies 
Checks and Pass Books 
Forgeries and Lost Items 
Cash Over and Short 
Exchange Paid 
Repairs—Equipment 
Attorney’s Fees 
Repairs—Furniture and Fixtures 
Insurance and Bonds 
Postage 

Telephone and Telegraph 
Taxes 

Rent 

Light and Heat 
Unclassified 

Advertising 


In all these cases, an examination of the disbursement 
voucher or invoice would either indicate directly the depart- 
ment to which the charge should be made, or at least would 
aid materially in its departmental distribution. The basis 
on which the departmental distribution will be made will 
be explained in the next article. It must be borne in mind, 
however, that the distribution cannot be made properly 
until after the expenses are analyzed properly. 


SALARY DISTRIBUTION 


The division of the salaries between the departments is 
based upon the proportion of time each employe spends 
therein. In the larger banks, where the line of demarcation 
of duties is more clearly defined, this problem becomes more 
simple. Even in such banks, however, there is an overlap- 
ping of departmental activities in many cases. Therefore, 
the methods suggested here can be used to advantage. 
Furthermore, it brings the information to a focus and thus 
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EXHIBIT J 


TIME DISTRIBUTION CHART 
NAME 
POSITION 


PRINCIPAL DUTIES 





; HIGHLY 
DUTIES routine [] varieo [J vanep CJ 





DAY DAY DAY 

on MONDAY TUESDAY WEDNESDAY THURSDAY FRIDAY SATURDAY 
8:00 to 8:30 

8:30 9:00 

9:00 9:30 | 

9:30 00 
10:00 30 
10:30 11:00 
11:00 11:30 
11:30 12:00 | 
12:00 12:30 | 
12:30 1:00 
1:00 1:30 
1:30 2:00 
2:00 2:30 
2:30 3:00 
3:00 3:30 
3:30 4:00 
4:00 4:30 
4:30 5:00 
5:00 5:30 








Overtime 
Remarks 

















reduces the possibilities of error. Of course for absolute 
accuracy nothing will take the place of time clocks, with 
different colored cards used for each department. Under 
this method small time clocks are installed at readily acces- 
sible places in the different departments. A list and color 
indication of the different departments is prepared and 
distributed among the employes of the bank. Each em- 
ploye is instructed to punch the “start” and “finish” time 
at each change of work. 


EXHIBIT J 


This method, however, involves not only an expense for 
the time clocks but also slows up the operating routine to 
some extent. The method explained overcomes these objec- 
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tionable features and yet will be found accurate enough for 
all practical purposes. The first working schedule for this 
method is shown as Exhibit J. One of these forms should 
be handed to each employe of the bank. ‘They should 
keep an accurate record of how their time was employed 
for an average week. ‘This does not mean that each of the 
days of this average week should be one full calendar week. 
In fact exactly the opposite. The desire is to obtain, as 
nearly as possible, a true average. This means that not 
all “peak” days should be used, nor all “slack” days. But 
both a “peak” day and a “slack” day should be included. 

After these sheets have been filled out by each employe, 
they will be turned over to some person for checking and 
distribution. This person should be the auditor, personnel 
officer, or someone conversant with the bank as a whole and 
familiar with the duties of the various employes. These 
time sheets will be recapitulated on the reverse of each 
sheet. This recapitulation will show the percentage of time 
each employe states is being used in the different depart- 
ments. However, the auditor or personnel officer should 


apply his general knowledge of each employe’s duties, and 
should satisfy himself of any differences between this know]- 
edge and the distribution shown by each employe. When 
these time sheets are distributed to employes, they should 
be accompanied by written or verbal instructions depending 
upon the size of the bank. These written instructions could 
be in somewhat the following form: 


The attached time analysis is for the purpose of obtaining costs. 
You are therefore requested to exercise care in its preparation and to 
keep an accurate record of how your time is employed, during the days 
indicated. Use no other days than those indicated. In the space 
provided for “principal duties’ write the department where you are 
ordinarily employed. For example—‘individual books,” ‘‘commercial 
teller,” ete. Place a cross in the square indicating whether in your 
judgment your duties come under the classification of “routine,” “varied” 
or “highly varied.” For your guidance, the following definitions of 
these classifications are given. 

Routine 

Duties which vary very little in character or which are confined 
to one department. A person employed entirely on the individual books 
would come under this classification but would show on the time sheet 
the various parts of those duties separately according to time spent 
thereon, such as “posting statements of previous day’s work for an- 
other bookkeeper,” “checking statement balances against bookkeeper’s 
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run,’ “sorting section batch from clearings,’ “running, balancing and 
distributing,” ete., etc. 
Varied 

This would indicate the performance of several distinct types of 
work or in several departments, such as one person working in the 
transit department, operating the switchboard, taking dictation, etc.” 
Highly Varied 

This will ordinarily include officers, auditor, or those whose duties 
include the whole bank in their scope. 


EXHIBIT K 


After these individual sheets have been completed, they 
will be spread on a form such as shown on Exhibit K, the 
annual salary of each individual being divided in the per- 
centages shown on their adjusted time sheets. The de- 
partments shown on this form can of course be enlarged 
or condensed to meet the particular requirements of each 
bank. For example “proof,” “transit” and “clearings” can 
be divided into three departments in institutions large enough 
to warrant it. “Investment and loaning” can be shown 
separately and columns provided for “cost of notes” and 
“mortgage costs.” ‘The investment and loaning costs will 
include the officers’ time spent on loans and on bonds or 
other investments. The cost of notes includes the note 
teller’s time, the keeping of liability ledger, tickler files, 
note notices, etc., and is also a part of the investment and 
loaning costs. 

Even if included in the general investment and loaning 
department such costs can easily be separated. These costs 
divided by the number of notes handled during the period 
will give the physical cost of notes. This is very necessary 
information in order to arrive at an equitable small note 
charge. 

Part of the directors’ fees, in fact frequently the major 
part, is chargeable to investment and loaning costs, as are 
also the salaries of those employed in the credit department, 
or in the keeping of the credit files. The salary of an 
officer’s secretary will ordinarily be spread in the same ratio 
as the officer’s salary is spread. The “general administra- 
tive” should not be permitted to be merely a “dumping 
ground” for lazy distribution methods. It should include 
only actual administrative functions in so far as is practical. 
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Part of the time of the different senior officers is devoted 
to general administrative; the personnel officer and comp- 
troller and general auditor likewise. However, the admin- 
istrative time of the senior officers and the directors and the 
personnel officers can be apportioned on the basis of the 
number of employes. This method might be entirely wrong 
in the cases of comptroller or general auditor. 

If these latter will keep an accurate record of just how 
their time is spent, they will find that little need be worked 
out through general administrative. ‘Then that portion of 
their time which is charged there would be more equitably 
distributed to the departments in the ratios in which the 
direct time has been distributed. These general administra- 
tive salaries should be distributed to the departments on the 
salary distribution sheets Exhibit K and the departmental 
totals carried to the expense distribution sheet which will 
be shown in the next article. 


“HONOR OF THE UNITED STATES IMPUGNED FOR A MESS 
OF POTTAGE” 


A Supreme Court decision which admits illegal injury, yet seems to 
deny legal redress, cannot be called satisfactory. It is not a decision of 
which the majority can feel proud. It is a decision of which the minority 
properly feel ashamed. To be remembered also is the fact that the action 
from which this straddling decision springs was taken not from necessity, 
but from an opportunist’s policy of currency manipulation which has alto- 
gether failed to achieve its objective of economic recovery. In this case 
the honor of the United States has been impugned for a mess of pottage.— 
Washington Post. 





New Graduate School of Banking 


ministrative phases of banking 

in a school especially designed 
for bank officers will be afforded in 
the new School of Banking now being 
developed by the American Bankers 
Association and the American Insti- 
tute of Banking, the educational sec- 
tion of the association, in co-operation 
with Rutgers University of New Bruns- 
wick, New Jersey. The school will 
open June 17, and sessions will be held 
at Rutgers University in New Bruns- 
wick. 

By April 13, one hundred and sixty 
bankers had already been admitted. 
New York State leads in number of 
men accepted to date with 33. Penn- 
sylvania is second with 24 and New 
Jersey is third with 23. 

Those accepted include nine bank 
presidents, 27 vice-presidents, seven as- 
sistant vice-presidents and 10 trust of- 
ficers. The others range from branch 
managers to assistant cashiers. Enroll- 
ment in the school is limited to 220, 
who meet the qualifications for admis- 
sion and are approved by the faculty 
committee on admissions. Since all of 
the students will be actively engaged in 
the banking business, a unique plan 
combining resident work and _super- 
vised home study has been devised. The 
resident work this summer will cover 
two weeks from June 17 to June 29. 
Upon completion of this work at the 
university, students will continue their 
studies during the following ten months 
at home under the supervision of the 
instructors of the school. They will 
then return for an additional two weeks 
of residence instruction at Rutgers in 
June, 1936, and this session will be fol- 
lowed by another period of ten months 
of supervised extension work. 

The final resident session of the 
school for those entering this summer 
will be in June, 1937. Written ex- 
aminations will be given at the con- 
clusion of each course and a compre- 
hensive oral examination will be given 
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at the close of the final session. Upon 
satisfactory completion of both the 
oral and written work, students will be 
awarded a diploma, issued jointly by 
the Graduate School of Banking and 
Rutgers University. _ 

Lewis E. Pierson, chairman of the 
board of the Irving Trust Company 
of New York, will be chairman of the 
board of regents for the school. The 
other members of the board of regents 
will be: Walter J. Cummings, chair- 
man of the board, Continental Illinois 
National Bank and Trust Company, 
Chicago; A. P. Giannini, chairman of 
the board, Bank of America N. T. & 
S. A., San Francisco; Harry J. Haas, 
vice-president, the First National Bank 
of Philadelphia, Philadelphia; Francis 
Marion Law, president, First National 
Bank in Houston, Houston, Texas; 


William McC. Martin, governor, Fed- 
eral Reserve Bank, St. Louis; Lyman 


E. Wakefield, president, First National 
Bank and Trust Company, Minneapolis; 
Edmund S. Wolfe, president, First Na- 
tional Bank and Trust Company, 
Bridgeport, Conn.; Robert C. Clothier, 
president of Rutgers University, New 
Brunswick, N. J.; Ira B. Cross, pro- 
fessor of economics on the Flood 
Foundation, University of California, 
Berkeley, Cal., and Richard W. Hill, 
American Institute of Banking, New 
York, secretary. 

The ex-officio members of the board 
include the president, first vice-presi- 
dent, second vice-president and execu- 
tive manager of the American Bank- 
ers Association; president, vice-presi- 
dent and national educational director 
of the American Institute of Banking. 

The director of the New Graduate 
School of Banking will be Dr. Harold 
Stonier, national educational director, 
American Bankers Association. The 
other administrative officers will be: 
Dr. Eugene E. Agger, Rutgers Univer- 
sity, associate director; Richard W. 
Hill, registrar, and Norman C. Miller, 
Rutgers University, associate registrar. 
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“The Graduate School of Banking 
is a logical extension of the Institute’s 
educational program into the broad field 
of bank administration,’ Dr. Stonier 
stated. “In this field rapidly changing 
social and economic conditions present 
complex problems to those who are re- 
sponsible for the administration of the 
banks and the banking system. It is 
to offer an educational background for 
meeting these new problems that the 
Graduate School of Banking has been 
established.” 


The curriculum of the Graduate 
School will embrace three major sub- 
jects: administrative problems and _poli- 
cies, trust business, legal and mana- 
gerial aspects, and the bank’s invest- 
ment problems. These three subjects 
will be offered also as minor studies. 
In addition, there will be courses in 
economics and law, and a graduate 
seminar will be held three nights each 
week. Students will be required to 
pursue one major study, one minor 
study, the course in law, and the course 
in economics; they will also be re- 
quired to attend all sessions of the 
seminar of the Graduate School. The 
seminar meetings will be addressed by 
outstanding authorities in the banking 
world, who will speak to the student 
body on questions of current impor- 
tance. 

Instruction in the practical and tech- 
nical aspects of banking will be con- 
ducted by bank officials who are spe- 
cialists in commercial banking, invest- 
ments and trust business. Studies in 
the legal phases of banking will be di- 
rected by the general counsel of the 
ofice of the Comptroller of the Cur- 
rency, and the historical and theoretical 
background will be outlined by uni- 
versity instructors. 


The faculty for the school has been 
chosen from outstanding bank officers, 
professors of leading universities and 
Government officials. Members of the 
faculty are: Dr. Willard E. Atkins, 
professor of economics, New York Uni- 
versity; Dr. Austin W. Scott, professor 
of law, Harvard University; Dr. Eugene 
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pang y PERSONAL 
BERLITZ INSTRUCTION 


You can’t help learning languages the 
Berlitz Way—a Method scientifically 
designed to give you easy, fluent speech 
and authentic native accent in French, 
Spanish, German, Italian, Russian, or 
whatever language you choose. 


Small groups, to meet day or evening, 
now forming. Write, call in person, or 
phone “Secretary of Admissions,” for 


FREE BOOKLET and arrange for your 
FREE TRIAL LESSON 


CHO 
BERLITZ tancuaces 
30 West 34th Street, New York PEnn 6-1188 


BROOKLYN...... 1 De Kalb Ave., Triangle 5-2123 
BALTIMORE 925 N. Charles St. 
140 Newbury St. 
30 North Michigan Ave. 
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820 David Whitney Bldg. 
..Elrae Bldg., 226 S. 15th St. 
WASHINGTON 1115 Connecticut Ave. 
HAVANA Prado 62, altos 
and in every leading city of the world 
“*Language Teachers of the 
World for Fifty-six Years” 


PHILADELPHIA 


E. Agger, professor of economics and 
business research, Rutgers University; 
Dr. George W. Edwards, head of de- 
partment of banking, College of the 
City of New York; George P. Barse, 


general counsel, office of the Comp- 
troller of the Currency, Washington, 
D. C.; John J. Driscoll, certified public 
accountant of Driscoll, Millet and Com- 
pany, Philadelphia; Adrian M. Massie, 
vice-president in charge of investments, 
New York Trust Company, New 
York; Gilbert T. Stephenson, vice-presi- 
dent in charge trust department, Equi- 
table Trust Company, Wilmington, Del.; 
O. Howard Wolfe, cashier, Philadel- 
phia National Bank, Philadelphia; and 
Edward Stone, text editor, American 
Institute of Banking. 

Consideration of plans for the estab- 
lishment of the Graduate School of 
Banking has been under way for more 
than two years. The late John H. 
Puelicher, president of the Marshall & 
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Ilsley Bank of Milwaukee, Wis., and 
chairman of the public education com- 
mission of the American Bankers Asso- 
ciation, announced the final pians for 
the development of the school at the 
1934 convention of the association, 
which was held in Washington last 
October. These plans received the ap- 
proval of the executive council of the 
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American Bankers Association, and ar- 
rangements for the opening of the school 
have steadily gone forward. 

Bank officers who are interested in 
the school may obtain a catalogue by 
writing to Richard W. Hill, secretary, 
American Institute of Banking and 
registrar of the school, 22 East 40th 
street, New York. 


The Basis of Prosperity 


MERICA’S economic progress’ is 
based upon productivity. During 


good times production _ per 
worker in this country was double 
that of Great Britain, four times that 
of France and thirty times that of 
China. This remarkable achievement was 
made possible by mass production with 
the resultant economies passed on to 
the consumers. The trend in real wages 
for the past three decades or more has 
corresponded very closely with the pro- 
ductivity per worker. In the long run 
this must be so for the very continua- 
tion of the capitalistic system is de- 
pendent upon a broad distribution of 
income in order that goods may be 
absorbed. There is no apparent limit to 
to the standards of living except that 
set by production facilities, inventive 
genius, and our ability and _ willing- 


yi 

ness to make the necessary adjustments. 
The statement often made that the in- 
creased use of machinery has created a 
chronic unemployment problem is not 
borne out by the evidence since the 
number of workers per thousand popu- 
lation in 1929 was almost identical with 


that of 1900. During this intervening 


period productivity per worker nearly 
doubled while working hours per week 
were reduced about 15 per cent. 

The real basis for prosperity is the 
consumption of goods by the persons 
employed. The aggregate amount of 
goods created by productive effort, to- 
gether with services rendered, constitute 
our real national income. Arbitrarily 
to limit production is automatically to 
reduce the standards of living for the 
simple reason that there will be less 
to be distributed. By working about 
fifty hours per week we produced a 
national income of $83,000,000,000 in 
1929. At the same rate of productivity 
the national income would have been 
40 per cent. less on a thirty-hour basis. 
If we are to gain our objective of an 
abundant life, obviously goods must be 
produced in abundance. It was upon 
this principle that we developed the 
greatest economic system in the history 
of the world which provided the masses 
with a greater variety and abundance 
of goods than in any other country. 
To reverse this principle would inevi- 
tably lower the standards of living — 
New England Letter, First ‘National 
Bank, Boston. 
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A MONTHLY SURVEY OF CURRENT DEVELOPMENTS AFFECTING 
THE BANK INVESTMENT MARKET 


Revival of the Capital Market 


of greater significance than the 

marked revival in the capital market 
within recent weeks. At last the jam 
which has existed for so long a time has 
been broken. Compared with former 
years the volume of new financing is 
still at low figures, but so much greater 
than for some time past that it is de- 
cidedly encouraging. 

The explanation for this reversal that 
has taken place in the investment situa- 
tion doubtless involves many factors. 
Uncertainties regarding the application 
of the Securities Act have been cleared 
up to a considerable extent. Of per- 
haps greater importance is the large vol- 
ume of idle funds in the hands of banks, 
other institutions and private investors 
only waiting for safe and profitable em- 
ployment. This situation is one of 
which large borrowers are not unmind- 
ful, and they are now taking advantage 
of this favorable opportunity to create 
new issues or to refund outstanding ones 
at a time when the conditions in the 
money market are exceedingly favorable 
for such action. The low rates at which 
both public and industrial securities are 
being placed on the market, and largely 
taken up, bear out the foregoing view. 
Further encouragement in the flotation 
of new issues is to be found in the slow 
but certain revival in trade and manvu- 
facturing. For more than two years the 
country has been floundering its way 
out of the depression; and while recovery 
is not as yet general, it is so marked in 
certain lines as clearly to indicate that 
our course is no longer downward but 
upward. 

The huge losses sustained by banks 
and private investors on account of the 
depreciation in the value of securities 
have made these investors much more 
cautious than they were before these 
losses were incurred: but caution, even 


Fe, developments of late have been 


to an extreme degree, is by no means a 
poor qualification for the investor. Re- 
sponsibility for these losses can be di- 
vided among a number of sources. Reck- 
lessness and gullibility on the part of 
investors themselves were much to blame. 
The purveyors of securities to the public 
have many sins to answer for. So have 
the corporations and municipalities for 
their lack of sound financial methods. 
Finally, governmental activities have fre- 
quently been such as to give investors 
an attack of cold shivers. 

A correct appraisement of all these 
factors, and attempts to remedy them to 
the extent possible, should make for the 
more orderly marketing of securities— 
something quite as desirable as in the 
case of products of the farms. 


THE HOLDING COMPANY BILL 


S yet this measure has not received 
Ax approval of Congress and is 
being subjected to much criticism 

by those interested in preserving the 
holding company as a convenient, effi- 
cient and even necessary instrument of 
corporate finance. The controversy over 
the measure seems to hinge on the con- 
tention of its opponents that it is not 
aimed to correct by public regulation 


E. S. Woolley 
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the admitted defects of some of the hold- 
ing companies, but to destroy all of 
these companies, the ultimate object be- 
ing to bring about public ownership and 
operation of the various utility units. 

An impartial view of the matter 
would seem to be somewhat along these 
lines. If the holding companies have 
shown themselves as having rendered 
actual and indispensable service both to 
their constituent subsidiaries and to the 
public, and if the abuses that have de- 
veloped among some of these companies 
are susceptible of correction, by a mod- 
erate increase of regulation, then that 
remedy should be applied instead of en- 
acting legislation which would extinguish 
the holding companies altogether. On 
the other hand, if it can convincingly 
be shown that the holding company is a 
wicked excrescence, preying on its sub- 
sidiaries and on the public, and con- 
taining inherent evils not amenable to 
legislative or administrative remedy, then 
in that case there is only one thing to 
do with the holding company, and that 
is to end its existence. 

But even before pronouncing the fatal 
sentence against the holding company, 
it might be well instead of acting pre- 
cipitately to destroy an instrumentality 
of corporate finance and management 
that, along with its conceded faults is 
not wholly vicious, to adopt the milder 
course which some of the advocates of 
the holding companies propose; that is, 
by adopting such amendments to the 
pending bill as would enable the hold- 
ing companies to survive shorn of the 
main abuses developed in the organiza- 
tion and management of some of them. 
This course is proposed in a series of 
amendments offered to the pending bill 
by Wendell L. Willkie, president of the 
Commonwealth and Southern Corpora- 
tion. These amendments are too volu- 
minous to be published here, but it is 
possible to present Mr. Willkie’s letter 
in which he placed his amendments be- 
fore the Committee on Interstate and 
Foreign Commerée of the House of 
Representatives, and also his concluding 
statement. In his letter Mr. Willkie 
says: 


As I stated to your committee, I believe 
that any existing gaps, practical or legal, be- 
tween the power of the states to regulate and 
the present Federal regulatory laws should be 
filled by additional Federal regulation, in or- 
der that there may not be a recurrence of the 
claimed abuses of the past. I also believe 
that the imposition of unnecessary and dupli- 
cating regulation and the needless destruction 
of property which would result from passage 
of the bill, as introduced, cannot be justified. 

In the preparation of these suggestions, 
my first thought was to suggest amendments 
to the bill under consideration. On reflection 
this seemed impossible. Title I of the pro- 
posed bill is designed as a liquidating statute, 
while the purpose sought to be accomplished 
in the suggestions submitted herewith is of 
an entirely regulatory nature. 

These suggested regulatory provisions, in 
my judgment, would effectively and com 
pletely prevent the occurrence in the future 
of any of the claimed abuses recited in the 
proposed bill as the occasion for Federal leg- 
islation. At the same time they reserve to 
the states their full regulatory rights, which 
I assume is the desire of the members of 
the committee. 

At the conclusion of these suggestions, 
you will find a discussion which I believe 
clearly shows that the present state and Fed- 
eral regulatory power, as supplemented by 
these suggestions, will provide adequate and 
complete regulation. 


In concluding his suggestions, Mr. 


Willkie says: 


It is clear that sound and effective regula- 
tion of both operating and holding compa- 
nies can readily be obtained through existing 
regulatory agencies. This being true, there 
can be no occasion, nor any justification, for 
the added burden and expense of new regu: 
latory bodies or any other duplication of 
regulatory machinery. 

Our state commissions are experienced and 
diligent in the protection of the consuming 
public in their states against excessive rates. 
The Securities and Exchange Commission has 
been but recently created and endowed with 
the necessary powers to remedy abuses, real 
or fancied, affecting the investing public. 
The effectiveness of both types of tribunals 
has increased through experience. The wise 
course is to utilize this experience, giving to 
existing commissions such additional powers 
as may be deemed appropriate for the pur- 
pose in mind. Complete protection both of 
the investing public and the consuming public 
can be obtained by strengthening existing 
Federal and state regulation, in the manner 
suggested, without the disruptive consequences 
which will result from the destruction of the 
public utility holding company. 
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Mr. Willkie points out that his sug- 
gestions are made individually and as 
president of the Commonwealth and 
Southern Corporation, and for no other 
person or company. ; 

The objective of reasonable regulation 
of all public utilities is to secure the 
most efficient service in the fields in 
which they are engaged. Can this be 
done in some way as proposed by Mr. 
Willkie, or must the holding companies 
be extirpated? That is the problem now 
engaging public attention and interest. 
It is one to be considered thoroughly and 
impartially, and acted on only after a 
clear presentation of the facts and argu- 
ments on both sides. 


GENERAL MOTORS CORPORA- 
TION RESULTS FOR 1934 


N the annual statement to stock- 
holders, on March 25, Alfred P. 


Sloan, Jr., president of General 
Motors Corporation, reported the re- 
sults of 1934 operations as follows: 

Net earnings from operations for the 
year 1934 were $94,769,131, equal to 
10.3 times the dividends on preferred 
capital stock for the year. This com- 
pares with earnings of $83,213,676 from 
operations for the year 1933. 

Net earnings of $94,769,131 for the 
year 1934 are after the deduction of a 
special provision for contingencies of 
$5,500,000, equivalent to $0.13 per share 
of common stock. Earnings for 1934 
do not include any allowance for the 
earnings of Adam Opel A. G. for the 
year which amounted to RM 13,401,637, 
equivalent to $3,190,866, or $0.07 per 
share of common stock, if converted at 
the old par rate of exchange (23.8 cents 
per reichsmark). The latter earnings 
have not been included in the consoli- 
dated earnings of General Motors Cor- 
poration, due to present restrictions rela- 
tive to the transfer of funds from Ger- 
many. The total of the above two items 
amounts to $8,690,866, equivalent to 
$0.20 per share of common stock. The 
above earnings for 1934 include a non- 
Operating profit of $476,459, due to the 
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Because these debentures are exceed- 
ingly liquid, issued in short term 
maturities, from 3 to 12 months, 


The capital of the issuing banks was 
paid in by the United States Govern- 
ment, 


Exempt from all taxes—Federal, State 
and Municipal, yield a slightly higher 
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by Savings Banks in the State of 
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Under an Act of Congress all twelve 
Federal Intermediate Credit Banks 
are liable for each other’s debentures. 
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obtained through your dealer or 
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revaluation of securities held by the 
General Exchange Insurance Corpora- 
tion to current market values. 

Regular dividends were paid on the 
preferred stock during the year, requir- 
ing $9,178,220. After deducting this 
amount from the net earnings of $94,- 
769,131, after reserves, as above stated, 
there was available for the common stock 
outstanding $85,590,911, equivalent to 
$1.99 per share. In 1933, after deduct- 
ing corresponding dividends on the pre- 
ferred stock, there remained $74,034,831. 
equivalent to $1.72 per share on the 
common stock outstanding. 

Dividends of $1.50 per share were 
paid on the common stock during the 
year, consisting of four regular quarterly 
payments of $0.25 per share and an 
extra dividend of $0.50 per share paid 
on September 12, 1934. This is equiva- 
lent to $64,443,490 distributed to ap- 
proximately 330,000 common stockhold- 
ers. Dividends on the common stock in 
1933 amounted to $1.25 per share, con- 
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sisting of four regular quarterly pay- 
ments of $0.25 per share and an extra 
dividend of $0.25 per share paid on 
December 12, 1933. 

Total dividends were disbursed during 
the year under review to the extent 
of 77.7 per cent. of the net earnings 
available for dividends, as compared 
with 75.7 per cent. for the year 1933. 

Net working capital as of December 
31, 1934, amounted to $275,645,866, as 
compared with $243,832,896 at Decem- 
ber 31, 1933. 

Cash, United States Government and 
other marketable securities as of De- 
cember 31, 1934, amounted to $186,- 
966,609. This compares with corre- 
sponding items of $177,303,966 at the 
close of the previous year. 


The total amount of depreciation 
charged against earnings in the year 
was $32,616,832, or an increase of $2,- 
467,007 over corresponding charges of 
$30,149,825 for the year 1933. 

Total and trucks to 


sales of cars 


dealers, including Canadian sales, over- 
seas shipments and ‘production from 


foreign sources, for the year 1934, 
amounted to 1,240,447 units, as against 
869,035 units for the year 1933—a gain 
of 42.7 per cent. 

Sales to dealers’ within the United 
States, in units, were 959,494 for the 
year 1934, as compared with 729,201 
for the year 1933—a gain of 31.6 per 
cent. Based upon registrations of new 
motor vehicles in the United States for 
the year 1934, the corporation secured 
39.7 per cent. of the total new passenger 
and commercial car volume. This com- 
pares with 42.9 per cent. for the year 
1933, which was the highest percentage 
that the corporation has ever enjoyed. 

Net sales during the year by export 
organizations overseas both from do- 
mestic sources and from foreign manu- 
facturing subsidiaries of the corporation 
amounted to 220,560 units with a net 
value of $202,263,625. This compares 
with sales in 1933 of 119,989 units with 
a value of $104,629,754—an increase 
in 1934 of 83.8 per cent. in units and 
93.3 per cent. in sales value. 
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NEW CAPITAL FLOTATIONS 


learned that total financing in the 
United States during the month of 
March at $288,494,956 was on a larger 
scale than any other month since July, 
1934, when $375,592,113 was reported. 
The grand total for March compares 
with $95,817,805 for February and 
$140,851,689 for January. The cor- 
porate issues put out in March 
amounted to $120,165,000, while the 
state and municipal awards aggregated 
$148,329,956. There was also an issue 
of $20,000,000 Federal Intermediate 
Credit banks 114 per cent. debentures. 
Of the $288,494,956 grand total of 
financing during the month, no less 
than $180,415,750 was for refunding 
purposes, that is to take up old issues 
outstanding, leaving $108,079,206 as 
the month’s strictly new capital demand. 
Financing by the United States Gov 
ernment continues unabated and in 
March included four blocks of Treasury 
bills sold on a discount basis, sale of 
“baby bonds” through post offices and 
new offerings of 20-25 year 27/ per 
cent. Treasury bonds made in connec: 
tion with the Treasury Department's 
plans for retiring approximately $1, 
850,000,000 of Fourth 434 per cent. 
Liberty Loan bonds called for redemp- 
tion on April 15, and 5-year 15/g per 
cent. Treasury notes series A offered 
in exchange for $528,000,000 of Treas 
ury notes series C 1935, which matured 
March 15, 1935. 


| Bree the Financial Chronicle it is 


NEW YORK CITY BANK STOCKS 


EW YORK CITY bank stocks 
N sstst a new 1935 low during 

March, Hoit, Rose & Troster re 
port. The weighted average of seven 
teen leading issues registered the 
month’s high of 47.08 on March 2, 
but subsequently declined to the new 
low of 40.93 on March 28. The close 
on March 30 was slightly better at 
41.58. 





FINANCIAL SITUATION ABROAD 


A MONTHLY SURVEY OF CURRENT FINANCIAL, ECONOMIC AND 
POLITICAL EVENTS IN OTHER LANDS 


ITALY MOVES TO PROTECT THE 
LIRA 


ROMPTED by tthe _ continued 
heavy excess of imports over ex- 


ports, and by the decline in tourist 
expenditures within the country, and 
the falling off in emigrants’ remit- 
tances—all factors affecting the gold 
reserve—the Italian Government has 
felt compelled in order to protect the 
value of the lira to restrict imports to 
those made by permission. From this 
restriction are excluded imports spe- 
cifically provided for under special 
agreements, and trade regulated by the 
clearing arrangements entered into with 
certain countries. From the high figure 
of 6,429,000,000 lire deficit in the 
foreign trade in 1929, the deficit (ex- 
cess of imports over exports) had fallen 
to 1,433,000,000 lire in 1934, but de- 
spite this favorable turn the gold re- 
serve has ’fallen. 


RELATIONS OF POLISH BANKS 
WITH FOREIGN BANKS 


HE credit relations of Polish banks 
To foreign banks underwent 

some changes in 1934 as compared 
with 1933. In 1934, balances of Polish 
banks in institutions abroad decreased 
by 7,100,000 zlotys and on December 
31, 1934, totaled 87,100,000 zlotys. 


On the other hand, foreign bank credits 
with Polish banks increased by 11. 
800,000 zlotys, to a total of 259,400,000 
zlotys. 

German banks led in the list of 
creditors and debtors of Poland’s banks. 
The German bank balances at Polish 
banks amounted to 57,000,000 zilotys, 
while Polish balances with German 
banks were 17,400,000 zlotys. 

Great Britain held second place, the 
figures of the respective balances being 
56,300,000 and 9,400,000 zlotys. Great 
Britain was the principal creditor of 
Polish banks; it must be noted, how- 
ever, that the English credits are more 
of a permanent character with only in- 
significant variations during the year. 


The indebtedness of Polish banks to 
French banks, at the end of 1934 stood 
at 53,000,000 zlotys, showing an in- 
crease of 12,000,000 zlotys over the in- 
debtedness at the end of 1933. Polish 
balances with French banks amounted 
to 9,300,000 zlotys. 

Russia’s debit accounts 
banks totaled 16,500,000 
her balances with Polish 
to 1,800,000 zlotys. 

Polish banking claims on Danzig 
banks amounted to 13,600,000 zlotys, 
and the credits of Danzig banks to 
Polish banks came to 21,000,000 zlotys. 

Credits of the United States banks 


with Polish 
zlotys, and 
banks came 
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Our Bank is now able to undertake 


the reimbursement in Dollars without delay, 
subject to drafts being met in local currency. 


LA PREVISORA NATIONAL BANK OF CREDIT 


Branches: 


Head Office in GUAYAQUIL 


QUITO, AMBATO, RIOBAMBA, MANTA, BAHIA, CUENCA. 


to Polish banks decreased to 4,800,000 
zlotys and the Polish balances with the 
United States banks fell to 7,300,000 
zlotys. 


FINLAND'S FAVORABLE 
SITUATION 


A, CCORDING to Alexander Frey, 


general manager of Nordiska For- 

eningsbanken, Helsingfors, Fin- 
land is in an exceedingly fortunate 
position as compared with many other 
countries. “Thanks to favorable mar- 
ket conditions,” he says, “our foreign 
trade during 1934 proved unusually 
advantageous and resulted in a record 
surplus of exports. We cannot, how- 
ever, expect markets to be as favor- 
able during the current year, but must 
be prepared for reduced selling op- 
portunities. By means of the repay- 
ment of unfavorable foreign loans and 
successfully accomplished conversion op- 
erations, however, Finland’s position to- 
wards foreign countries has been im- 
proved and consolidated to such a de- 
gree that the country is better able 
than before to bear a falling off in 
exports. Nevertheless, in spite of the 
prospects for the future being less 
bright we should persevere in our en- 
deavors and make the best we can of 
the existing situation, for that is the 
only way in which a nation, and es- 
pecially a small nation, can maintain 
its position in the ranks of civilized na- 
tions and contribute to the best of its 
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ability towards accomplishing the im- 
prevement that is so much desired by 
all.” 


THE ARGENTINE 


NDER date of April 8 the 
| Buenos Aires branch of the 

First National Bank of Boston 
furnishes the following information re- 
lating to conditions in the Argentine 
Republic: 

The new projects for banking and 
monetary reform have become laws. 
Business in general is rather hesitant 
at present waiting for a clearer picture 
of the European situation. Favorable 
trade balance for February was m§n 
40,359,000. 

The February combined bank state- 
ment shows: 

m$n 
6,986,000 
2,913,000 


Deposits up 

Loans down 

Cash up 

Cash reserve 17.8 per cent. 


February January 
1935 1935 
m$n 


February 
1934 


m$n m§n 


Liabilities 

ings 2,301,747,000 2,490,729,000 2,068,730,000 
Bank clear- 

failures 13,098,000 


13,938,000 3,476,000 

The turnover on the Buenos Aires 
Stock Exchange during February was 
m$n 43,424,000. The monthly average 
net price for “Cedulas” (National 
Mortgage 5 per cent. bonds) for Febru 
ary was 94.19. Cedulas from a net 


average of 93.90 a month ago have 





Christiania Bank og Kreditkasse 


Oslo (Christiania), Norway 


Founded 1848. 


First established 
private bank in 
Norway 


Telegraphic 


Bankine Business oF Every 
DescripTion TRANSACTED 


address: Kreditkassen 


Paid up capital 
and reserve funds 
Kr. 40,000,000. 


New York Agents: 


The National City Bank of New York, Guaranty Trust Company of New York 
and Irving Trust Company 


gradually dropped to 92.95 net at pres- 
ent. National Internal Credit bonds, 
both the 5 per cent. and 442 per cent. 
series, have been relatively steady with 
only minor fluctuations. The Patriotic 
Loan bonds have followed similar tend- 
encies to the Internal Credit bonds. 


Of the provincial bonds those of Men- 
doza have been unusually active, ad- 
vancing steadily throughout the month. 

The Conversion Office Report shows: 


m$n 


Gold reserve 561,006,035 


Commercial rediscounts 215,948,118 
Patriotic loan bonds........ 145,291,180 
Currency in circulation .... 1,215,263,592 
Reserve ratio 46.2 per cent. 

At par one gold peso equaled 
$0.965 U. S. gold and one paper peso 
equalled $0.4245 U. S. gold at the 
former gold parity of the dollar; pres- 
ent exchange value of the paper peso 
is approximately $0.25 U. S. currency. 


NEW PRESIDENT FOR B. I. S. 


Te fill the vacancy left by the re- 


tirement of Leon Fraser, Dr. Trip, 
president of the Bank of The 
Netherlands, has been elected president 
of the Bank for International Settle- 
ments. Dr. Trip retains his presidency 


of the Bank of The Netherlands, and 
to meet the necessity of having a resi- 
dent executive at Basle, Dr. J. W. 
Beyen, a general manager of the Rotter- 
damsche Bankvereeniging, has been 
elected to act as alternate to Dr. Trip. 
He will reside in the Swiss city, attend 
board meetings, and have authority to 
sign for the Bank for International 
Settlements. 


NEW CAPITAL ISSUES IN THE 
UNITED KINGDOM 


OME interesting facts are disclosed 
S in the statistics of new capital is- 

sues in the United Kingdom, com- 
piled and published by the Midland 
Bank Limited, London. From _ these 
figures it is learned that the total of 
such issues in 1929 was £373,404,000. 
Then there was a falling to £208,- 
967,000 in 1930, to £212,081,000 in 
1931, and to £70,275,000 in 1932. Af- 
ter 1932 the figures rose to £114,969,- 
000 in 1933, to £128,886,000 in 1934, 
and to £167,318,000 in 1935. These 
statistics are not for the respective 
calendar years, but for “the year to 
March.” For the first three months of 
1935 the aggregate of capital issues 
was £42,071,162, compared with £24,- 
942,690 for the like period of 1934. 





CAPITAL 


P10,000,000.00 
P6,750,000.00 


Authorized 
Fully Paid 


(US$1.00=P2.00) 


EIGHTY 


BRANCHES 
Cebu, Iloilo, Zamboanga 


YBARS 


and more of experience and familiarity with local business conditions have placed our organization in an 
exceptionally favorable position to undertake commercial banking, fiduciary and trustee business of every 
description in a country which, like the Philippines, is developing rapidly and offers considerable oppor- 
tunities to the foreign importer, merchant and investor. 


We solicit the agency and collection business of foreign Banks. 


Inquiries and correspondence invited. 


ITEMS OF CURRENT INTEREST 


Mitsui BANK LiMiTED. Profits for the 
half-year ending December 31 were yen 
15,468,892.07, appropriated as follows: 
reserve fund, yen 1,000,000; pension 
fund, yen 579,100; bonus, yen 280,000; 
dividend to shareholders, yen 2,400,000; 
carried forward to next account, yen 
11,209,792.07. 

In his address at the general meet- 
ing of shareholders, March 1, the chair- 
man of the bank, Naojiro Kikumoto, 
said : 

“The total deposits stood at yen 
748,550,000 at the end of the term, 
showing a recession of yen 10,970,000 
as compared with six months before, 
chiefly due to the decrease in deposit 
at notice. Advances and discounts ex- 
cluding call loans amounted to yen 
383,630,000, which reveals an expan- 
sion of yen 16,790,000. Foreign bills 
bought amounting to yen 69,270,000 
displayed a shrinkage of yen 4,130,000, 
while investment holdings, standing at 
yen 344,070,000, also registered a de- 
cline of yen 9,690,000. It is our re- 
gret to report that, affected by the low 
level of interest rates and the decreased 
earnings in security business, the net 
profit for the term has been less than 
for the previous term.” 


NATIONAL BANK OF EcypPT. The thirty- 
fifth ordinary general meeting of share- 
holders was held at the head office in 
Cairo March 13, at which the direc- 
tors presented to the shareholders the 
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balance sheet and profit and loss ac- 
count for the year ending December 31, 
1934. Gross profits for the year, after 
providing for depreciation on the bank's 
building and furniture, for rebate of 
discount and for doubtful debts, 
amounted to £936,071. After making 
deductions for directors’ fees and cur- 
rent expenses, there remained £458,807, 
out of which a dividend of 4 per cent. 
was paid on the share capital, leaving 
£338,807, to which was added the bal- 
ance brought forward from last year, 
making a total of £560,299. From this 
amount an additional dividend of 11 
per cent. was paid on the share capital, 
requiring £330,000, and leaving £230, 
299 to be carried forward to next ac’ 
count. 


RoyAL BANK OF SCOTLAND. George 
Frederick Burrell Hunter has been ap- 
pointed an assistant general manager. 
David Speed succeeds James Fife Fer’ 
guson as secretary, the latter having 
retired. For the past fourteen years 
Mr. Speed has held the office of chief 
accountant, now merged with that of 
the secretary. William Anderson 
Buchan, formerly chief inspector, has 
been promoted to be superintendent, 
and is succeeded as chief inspector by 
William Alexander Watt. Other 
changes include the appointment ot 
William Tait Moir as assistant secre’ 
tary, and Thomas Brown assistant ac’ 
countant. 
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Head Office: 
Montreal 


THAT SPEED TRANSACTIONS 


Across THE International —_ 


The Bank of Montreal has special wire facili- 


ties which keep in constant touch its office in 


New York and its more important Branches in 


Canada. 


American customers are thus assured of 


OVER 500 
BRANCHES 


prompt handling in their Canadian transactions. IN 


BANK OF MONTREAL 


Established 1817 


CANADA 


TOTAL ASSETS IN EXCESS OF $750,000,000 


NEW YORK: 64 Wall St. 


CHICAGO: 27 South La Salle St. 


SAN FRANCISCO: 333 California St. 


Current Conditions in Canada 


the Bank of Montreal says: “For 

the first time since 1929-30 the 
Minister of Finance has been able to 
show a surplus on ordinary account. 
It amounts to $2,700,000 and compares 
with deficits of $22,000,000 and $43,- 
000,000 for the two previous fiscal 
years. Dominion revenues for the year 
were estimated at $362,374,000, an in- 
crease of $37,894,000 over 1933-34. 
Ordinary expenditures totaled $356, 
638,000, or approximately ten millions 
more than in the preceding year; capi- 
tal expenditures showed an increase of 
$646,000 to $7,136,000; while special 
expenditures reached $66,157,000, com- 
pared with $42,787,000 last year. Most 
of the increase under the latter head- 
ing was on relief items. The railway 
deficit dropped from $58,955,000 last 
year to $48,408,000. Dominion net 
debt increased by $117,000,000 to a 
total of $2,847,678,000. 


[: its Business Summary of April 23, 


“In respect to the business outlook, 
the past month has seen a world im- 
provement in wheat prices, advancing 
metal prices and, in Canada, a very 
rapid and substantial gain in livestock 
shipments, and the announcement of 
a works program affecting Canadian 
construction and car-building—all _ re- 
acting favorably over a wide area. For 
the first week in April the economic 
index of the Dominion Bureau of Statis- 
tics stood at 100.4 compared with 92.5 
for the same week of 1934 (1926—= 
100), while for the past month an in- 
crease of 16,340 in the number of em- 
ployed took place, which exceeds that 
of any year in the record, with the 
exception of 1922. One of the most 
favorable features of the agricultural 
year to date has been the marked in- 
crease in cattle shipments to United 
States markets, induced by shortage of 
animals and rapidly mounting prices at 
Chicago and other markets. For the 
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first quarter of the year this movement 
has increased from 879 head in 1934 
to 25,479 head this year, and from a 
value: of $51,044 to one of $1,402,076. 

“Newsprint production in March was 
slightly down from February, and the 
February output of gold, silver, nickel 
and zinc was lower than in January. 
Copper and lead production, particu- 
larly the latter, advanced. Both in 
building contracts awarded and in 
building permits issued the March rec- 
ord was substantially up from a year 
ago, the former from $7,517,500 to 
$8,499,000, and the latter from $1,- 
089,481 to $4,009,675. Automobile 
production has been a leader in the 
upswing of industry since the beginning 
of the year. For March the output 
was 21,975 cars, a gain over February 
of 3861 cars and of 7795 or 55 per 
cent. over March, 1934. Sales at re- 
tail by the 120 chain and department 
establishments have been normal for the 
winter season, on levels higher than for 
the two preceding years. 

“Car loadings, which were high in 
February, receded in March, but are 
again showing expansion. For the four- 
teen weeks since the beginning of the 
year to April 6 the total is 499,322 
cars, a gain of 28,459 cars or 5 per cent. 
over 1934. Navigation is opening some- 
what earlier than last year. 

“The February bank statement 
showed continuance of the trend to- 
wards higher notice deposits and de- 
clining loans, the former reaching a 
new high since the recovery set in, and 
the latter a new low since 1917. Bank 
debits in March amounted to $2,235,- 
000,000, as compared with $2,488,000,- 
000 in March, 1934.” 


BUSINESS REVIVAL IN EVIDENCE 


The Monthly Commercial Letter of 
the Canadian Bank of Commerce finds 
that industry is showing signs of re- 
vival from the slight set-back it suffered 
in the mid-winter season. The March 
statistics may not reveal this condi- 
tion, for preliminary reports which the 
bank receives regularly: from numerous 


industrial points, large and small, in- 
dicate a continued recession in the ma- 
jority of manufactures. But accompany- 
ing these reports were advices of an in- 
creasing volume of new orders, in many 
cases well in excess of those in the 
corresponding period of last year, par- 
ticularly from agricultural districts. 

The notable exceptions to the recent 
general downturn in industrial opera- 
tions were construction and automobile 
manufacture, both of which helped to 
sustain the entire industrial structure. 
Construction contracts awarded in 
March had a value about 20 per cent. 
less than was recorded in either January 
or February, but a decline is usual in 
the first-mentioned month and in this 
instance is accounted for by fewer pub- 
lic works projects. Taking the current 
quarter’s figures as a whole and allow 
ing for the uncompleted portion of the 
contracts, we estimate the building and 
engineering work actually in progress 
during the period as about one-third 
greater than in the first three months 
of 1934. 

The automobile industry has made 
a still more impressive showing. Febru 
ary production was the largest for that 
month since 1929 and nearly double 
the output of February, 1934, owing 
not only to a marked strengthening in 
domestic demand and the building up 
of dealer’s stocks, but also to a sub 
stantial increase in export trade. Re- 
ports from the leading centers are to 
the effect that March production ex: 
ceeded that of February. 

Forestry is recovering from the un 
favorable developments which affected 
it in January and February. 


THE DOMINION BUDGET 
Dealing with the Dominion budget, 


Ames & Company Limited, in their 
April Investment Suggestions, say: 


“Chief among the budgets of the re 
cent past has been that of the Dominion 


presented by Hon. E. N. Rhodes, 
K.C., Minister of Finance. Restrained 
in his appraisal of the immediate future 
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of business and finance, the Minister 
of Finance has given a concise and 
readable review of the economic and 
fnancial situation and has found en- 
couragement in the following facts: 
“(1) the physical volume of business 
is approximately 48.5 per cent. above 
the low point of the depression; 
“(2) progress in 1934 was more gen- 
eral than in 1933, as gains were regis- 
tered in nearly all branches of activity; 
“(3) the total increase in employment 
in Canada during the past year was at 
least 65,000 persons, and since April 1, 
1933, no less than 340,000 persons; 
“(4) maladjustments between the 
prices of fully and chiefly manufac- 
tured products on the one hand and 





of depression it is no easier 

for a government than for a 
business man to find profitable direc- 
tions for an increase in _ activity; 
public works which would fulfill even 
the easiest of the above criteria are 
limited in amount, and are not likely 
to make much difference one way or 
the other. If they are carried beyond 
this point, there is a danger that a 
great deal of government activity may 
cause, not an expansion, but a con- 
traction of private activity, either be- 
cause business men fear that the out- 
put from the government’s works may 
compete with their own, or because 
of the uncertainty engendered by fears 
of an increase in taxation rendered 
necessary by the increasing goverriment 
debt. 

Large government works may also 
compete with private producers for 
some of the factors they at present 
employ, whether capital or labor, thus 
raising their costs. It is, therefore, not 
unlikely that the effects of government 
works in increasing employment in 
some directions will be partially offset 
by decreases elsewhere; that much pri- 
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Dangers of Public Works 





raw and partly manufactured goods on 
the other are being corrected. 

“Of more direct interest to investors 
was Hon. Mr. Rhodes’ declaration that 
‘finally, and perhaps of most impor- 
tance, we have striven under great dif- 
ficulties to press forward towards bud- 
getary balances with all reasonable 
speed, and to deal with our finances 
generally in such manner as to deserve 
the high credit standing which alone 
justifies and secures low interest rates. 
That our efforts have been successful 


is amply confirmed by the rise in high 
grade bond prices and by the high 
prices at which our obligations are cur- 
rently selling in the investment mar- 
kets. 
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vate production will be rendered less, 
not more, profitable, and that the ap- 
parent improvement in business will 
not outlive the government works ex- 
penditures which brought it into being. 
When the increasing burden of debt 
brings these works to an end, it is only 
too likely that the country will find 
itself back where it was, with the addi- 
tional handicap of a heavy increase in 
the rate of taxation. 

Even should such a policy fulfill the 
hopes of its supporters, and give rise to 
an inflationary expansion of bank credit, 
the situation would be very similar 
to that which existed in many coun- 
tries at the end of the war. Either 
governments would have sooner or later 
to stop excess expenditure and balance 
their budgets, in which case a depres- 
sion would follow, as happened in Eng- 
land and the United States, or they 
would be unable to stop and would go 
toppling down the slippery slope into 
unlimited inflation as in most of the 
countries of central Europe. In neither 
case does the deliberate unbalancing of 
budgets offer more than a temporary 
escape from depression.—F. W. Paish, 
in Branch Banking (London). 
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Proposed Banking and Currency Commission 


Thomas I. Parkinson, president of 

the Chamber of Commerce of the 
State of New York, prominent indus- 
trialists ask that Congress provide for 
the appointment of a national commis- 
sion, to study the banking and cur- 
rency systems of the nation with a 
view to their thorough reorganization 
on sound, simplified, modern lines. At 
the time of making public extracts 
from some of the letters he had re- 
ceived, Mr. Parkinson said: 

“The widespread interest in current 


iE a number of letters received by 


problems affecting banking now being 
shown by business leaders who are not 
bankers is an indication that business 
men in all parts of the country are 
realizing how vital sound currency 
and sound banks are to their welfare. 
The letters as a whole reflect a general 
dissatisfaction with our present bank- 
ing and currency laws, condemn 
sporadic attempts to patch them with 
hastily considered amendments, and 
voice a demand for a sound, simplified, 
stable system adapted to the require- 
ments of modern business.” 


A Savings Bank’s Sound Advice 


WOMAN depositor in the Cen- 
tral Savings Bank, of New York, 
calling one day, stated that her 


husband and herself contemplated re- 
turning to Europe, where her uncle 
was engaged in a manufacturing busi- 
ness. They had already, from time 
to time, sent considerable sums to him 
as an investment, for the purpose of 
expanding his business. She wanted to 
know whether it was advisable for 
them to withdraw their savings deposit 
of several thousand dollars, and add 
to it a first mortgage of about $14,000, 
their purpose being to invest the money 
in the business of her uncle, thus be- 
coming partners in his manufacturing 
enterprise. 

In view. of the fact that they had 
already put quite a bit of money in 
this business abroad, the teller inquired 
whether they had received any in- 
come from it. “No,” she said. “We 
haven't gotten a cent as yet.” 

These people were elderly and were 
dependent for their modest living on 
the income from the savings bank de- 
posit and the mortgage interest. It 
further appeared that the husband's 
earning capacity was very limited. 

The teller cautioned her not to place 


all her eggs in one basket, for, should 
the business not prove successful, they 
would be totally without resources, and 
they, in their particular circumstances, 
could ill afford to gamble their all. 

She listened, and finally agreed that 
she would carefully consider it. Time 
passed and one day the woman cailed 
again at the bank, and, referring again 
to the advice given her years ago, 
thanked the teller, stating that her 
uncle in Europe had stolen the money 
that she had sent years ago and that 
it was hopelessly gone, with no chance 
of recovery. Her husband had in the 
meantime died, and had it not been 
for the teller’s advice, she would have 
been a public charge, utterly penniless, 
an object of charity. 

This is but one instance of the serv 
ice that a savings bank can render to 
its depositors. It owes a duty to the 
public. It may prevent the Government 
from being overburdened with relief 
demands. It may save countless num- 
bers from sinking into the condition 
of requiring public relief and loss of 
self-respect. Its service will also be 
appreciated when it is considered that 
larger relief demands mean larger taxes 
and resultant economic conditions. 





ADVERTISING AND PUBLIC 
RELATIONS 


A MONTHLY REVIEW OF CURRENT ADVERTISING AND NEW 
BUSINESS EFFORT BY AMERICAN BANKS 


Edited by Matcotm Davis 


Meet a Problem Squarely and It Becomes 
a Habit 


ONSIDER, for a moment, the 
bank in the smaller city. With 


all the fuss and noise going on 
about banking, whether it should be 
this or be that, the medium-sized bank 
is well worth considering if only for 
the sake of perspective. In its sphere 
of operation, it has just as keen a job 
to do and one just as important as 
have larger and more renowned insti- 
tutions. The fact that great numbers 
of these banks outside metropolitan 
cities are digging in and making the 
functions of banking better understood 
within their own communities is sat- 
isfying to consider both at short and 
long ranges. Better understanding in 
the community and public relations are 
quite inseparable. Consequently, it 
would not be amiss to get away from 
the big cities now and then to see how 
the advertising and public relations 
problem is being recognized in other 
parts of the country. Meeting that 
problem on equal grounds and (believe 
it or not) transforming that problem, 
without any bloodshed whatsoever, into 
an asset is as fascinating and valuable 
as any function of banking could pos- 
sibly be. 
THE SETTING 
Perhaps the First National Bank of 
Glens Falls, N. Y., will be as apt an 
illustration as any. Those who have 
toured the Lake George country in 
New York State will probably recali 
the pleasant town of Glens Falls 
situated some ten miles south of the 
lake. In such picturesque surround- 


ings, its 19,000 inhabitants indulge in 
many a thriving business and enjoy 
comfortable and remarkably unperturbed 
living. The First National, with $12,- 
000,000 in deposits, has the distinction 
of being the largest bank between the 
Albany district and the Canadian bor- 
der. Thus you have the setting. 
THE PROBLEM 

Along comes the first advertising 
problem, “To advertise or not to ad- 
vertise.” That is, indeed, a question. 


The First National advertised. The 
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bank felt that it was not enough to 
have performed a creditable service to 
the community since 1854, nor was it 
enough to have acquired a great many 
friends during its existence. It felt 
that the simple process of standing still 
and letting well enough alone was in 
reality a process of backsliding and that 
the only way to progress was to be 
as alert to the constantly changing tune 
of public sentiment as it was to the 
kaleidoscope of banking itself. It wanted 
to win more friends, merchandise more 
of its services, become more of an in- 
tegral part of the community than ever 
before. Because, after all, a bank ‘is a 
necessity and when the majority of 


people come to realize it, both bank- 
ing and community welfare will benefit. 


THE DEVELOPMENT 


Out of such reasoning grew the 
thought that the interest of the bank 
in the community, and of the com- 
munity in the bank, should be mutual. 
And out of that thought grew the 
First National’s initial advertisement, 
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reproduced on the previous page, which 
sounds the keynote of the series. Pick 
out some of the phrases of this ad— 
“we feel you would have difficulty in 
finding a bank as fortunate as the First 
National .. . We know of none in 
which such a strong and active mutual 
interest exists between depositors and 
the Bank . . . the expression of people 
who like to deal with each other... 
we value it more than almost any other 
quality or possession.” Something as 
fundamental as these words imply ailows 
a very broad basis for further expres 
sion. 

It is comparatively easy to say some- 
thing pleasant and interesting, but a 
little more difficult to deliver the goods. 
A bank’s officers might be the most 
pleasant people on earth, but the public 
usually meets only the various employes 
behind the cage and if those employes 
are out of tune with the general scheme 
of things, all the advertising and all 
the official pleasantness will have no 
more effect than a pop gun on an ele- 
phant. So, said the First National to 
the public in another advertisement, 
“These people who work for us FOR 
YOU” are really your employes. The 
advertisement, reproduced on this page, 
points out that, while the bank pays 
the employes, to be sure, the public 
pays the bank by allowing it the use 
of funds, by paying interest on loans 
and service charges on small checking 
accounts, by paying fees for administer- 
ing trust funds, and by renting safe 
deposit boxes. 

THE FOUNDATION 

To insure the effectiveness of their 
employe contact with the public, the 
First National secured the services of a 
nationally-known consultant in bank 
personnel training. In the bank’s own 
words—in still another advertisement— 
“We Go To School.” The ad ex 
plains that while their employes have 
the characteristic of always being on 
the alert to improve their understand- 
ing of banking and what the public 
expects of banks, that perfection is 

















something never . quite attained “for 
even with many years of experience 
there are always more things to be 
learned, in a business as complex as 
banking.” It explains also that it has 
engaged such a consultant and winds 
up “Back of this and other steps which 
the Bank has taken, there is a single 
objective: to give Glens Falls the type 
of banking it needs in the way it wants 
it!” 

Having outlined its general policy 
and made sure that everyone within 
the bank was capable of measuring up 
to that policy, the bank, while keep- 
ing its eye on the underlying theme of 
usefulness to the community and mutual 
interest, embarked on a steady effort 
to merchandise its services. 


FURTHER DEVELOPMENT 


For the benefit of the trust depart- 
ment, another advertisement pointed out 
that Glens Falls had never gone in for 
“booms” and as a result never suffered 
the local reaction so apt to follow sen- 
sational speculation—that policies as 
stable as these, followed consistently, 
allow the trust department to build up 
an enviable record. 

Still another advertisement attested 
to the successful merchandising of loans 
under the National Housing Act. Pic- 
turing a carpenter working on a house 
it stated, “First National has multiplied 
this picture 100 times.” The copy 
stressed the fact that over a hundred 
such loans made by the bank had en- 
abled citizens to make necessary repairs, 
enhancing the value of their property, 
creating hundreds of jobs for Glens 
Falls workmen and helping business in 
general. It explained that such loans 
required no down payment, were re- 
payable in monthly installments, and 
were available without unnecessary red 
tape. 





OTHER ASSETS 


about the value that bank directors can 


be to a bank if the spirit so moves 


them. The spirit so moves ,the di- 


i 


ADVERTISING AND PUBLIC RELATIONS 615 


Many articles have been written 





rectors of the First National. Headed 
“A Matter of Direction” and pictur- 
ing a most artistic weather vane, one 
advertisement lists those on the board 
and says: 


In addition to looking for the usual qual- 
ities of judgment, reliability and enterprising 
conservatism in our directors, we also look 
for this other quality: the desire to make this 
bank more than a money-making institution. 

It is not enough, in our eyes, for our cus- 
tomers to be passively willing to do busi- 
ness with us. We want them to be enthu- 
siastic about their relationship here—as they 
are about their school, club, or fraternity. 

It is in this spirit and with this constant 
aim, that our directors devote so much of 
their time and thought, systematically and 
willingly, to the Bank’s affairs. 


But a bank has many services and 
the safe deposit box is another one 
merchandised by the First National. 
Reproduced on this page is an adver- 
tisement stressing the advantages of 
renting such a box. Note that the 
copy, by stating how the bank once 
guarded its securities, suggests that folks 
who now-a-days cherish their securities 
in a sixty-five year old fashion might 
modernize their methods of safe-keeping. 
















Befo re the Days 





ELECTRIC WATCHDOGS 



















and two sleeping members deposit box for you 
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PUBLIC AWARENESS 

Even a superficial analysis of what 
this bank is doing should convince the 
logical minded that a purposeful and 
thoroughly-rounded advertising and 
public relations effort can serve only 
to enhance the bank’s prestige in its 
own locality. Banks of this size and 
character in all sections are thinking of 
public relations as a phase of banking 
that bulwarks the confidence of the 
public and spreads the services of the 
bank. Results, of course, are what 


count—and as the success of this sort 
of public relations work adds to other 
successes throughout the country, the 
more skeptical bankers can’t help but 
reconsider the value of bank advertis- 
ing. Then, surely, even greater num- 
bers of community banks will add their 
influence towards the enlightenment of 
public opinion. And public awareness 
of banks, their services and their func- 
tions, will inevitably lead to a sounder, 
more vital banking structure than this 
country has as yet seen. 


How Banks Are Advertising 


@The Wells Fargo Bank and Union 
Trust Company, San Francisco, Cali- 
fornia, being 83 years old on March 18, 
celebrated that anniversary in several 
distinctive ways. Developed from the 
old Wells Fargo & Company which 
at one time absorbed the Pony Express, 
the bank can trace its history as a color- 
ful record of California expansion. 


Newspaper advertisements, 20 by 13 
inches, reproduced sixteen newspaper 
headings, each one appropriately illus- 
trated, of the most significant events 


from 1855 to 1933. Readers were 
offered, without charge, a tabloid col- 
lection of the facsimile copies of the 
actual San Francisco newspaper pages 
from which these headings were taken 

a collection of pages as interesting as 
it is historical. The announcement ad- 
vertisement thoroughly dramatized such 
stirring events as the attack on Fort 
Sumter, Lincoln’s assassination, San 
Francisco earthquake, beginning and 
ending of the Great War, several finan- 
cial panics, and so on. The fact that 
the bank remained steadfast during all 
of these stirring events was brought out 
forcibly and well. To further com- 
memorate the occasion, the bank opened 
its historical museum permanently to 
the public. Located on the tenth floor 
of the bank’s building, the museum con- 
tains such interesting items as_ the 
original poster awards for Black Bart, 
the Dalton Gang, and other pioneer 
desperadoes; revolvers used by Wells 


Fargo messengers and guards in the old 
days; pictures, manuscripts, and other 
rare records of early California. A 
lot of human interest can be packed 
into the fact that a bank has reached 
a certain age, which is more effective 
than merely stating the age and expect- 
ing folks to figure out for themselves 
the depth of meaning represented by 
that age. 
THE TRIPLE-GUARD 

@ Business men of Mobile, Alabama, 
are being urged to “Triple-Guard” 
their property by the Merchants Na- 
tional Bank of that city. Wife, lawyer, 
and the bank itself are listed in each 
of the ads in this series under the 
heading “TripleGuard Your Estate.” 
With this as the theme, the advertise- 
ments present a variety of cogent rea- 
sons as to why business men_ should 
give this sort of attention to their 
properties. One ad stresses in its open: 
ing that after a lifetime of work the 
only way to accomplish the protective 
purpose of the money and _ property 
acquired is by intelligent and under: 
standing supervision daily. Continuing 
this thought, one’s wife would provide 
“the intimate knowledge of the personal 
family problems which must be met 
through management.” The lawyer 
would “handle all legal matters, of 
course.” And the bank, under the 
will “would do all of the work con: 
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nected with the myriad business and 
financial matters which requires tech- 
nical experience. These “triple-guard” 
advertisements should be as many times 
effective—with the business man, with 
the wife, and with the lawyer as the 
series has a definite, pointed appeal for 
each. 
ANSWERS, YES 


qA simple but effective mailing piece 
is being used by the Granite Trust 
Company, Quincy, Massachusetts. En- 
titled “Trust Topics” page one of this 
single sheet insert states, “If You 
Answer ‘Yes’ to 1 of the questions on 
the other side, See Your Attorney At 
Once.” The reverse side lists ten ques- 
tions followed by the bank’s signature. 
These questions are of such pertinent 
material as “Was your Will drawn in 
a distant State? Was a child born 
after you made your Will? Have rela- 
tives named in your Will died?” 


BANK TEACHES SCHOOL 


@The Yonkers Savings Bank, Yonkers, 
New York, has evolved a new and 
unusually successful plan by which it 
is educating its whole community in 
the value of regular saving and the 
function of the mutual savings bank 
in the modern economic scheme of 
things. Using its school savings system, 
the eighth largest in the country, as a 
background, the bank has issued a rather 
remarkable 24-page booklet which will 
undoubtedly be of interest to many 
banks in the mutual savings system. 
Primarily a history and description of 
the Yonkers School Savings System, 
which has 14,000 members, the booklet 
also contains a history of the bank it- 
self and a complete exposition of the 
history, purpose and workings of the 
mutual savings principle. As explained 
by Frank Watur, manager of the bank’s 
school savings system, the booklet was 
planned so that school children would 
value it sufficiently to take into their 
homes, show to their parents, and keep 
indefinitely. A distinctive feature ot 
the text is the questionnaire on mutual 


savings banks and school savings. The 
questions are those actually asked by 
the pupils in the various schools with 
answers supplied by the bank’s officers. 
Another section of the booklet con- 
tains a dozen verses on saving written 
and signed by school savings depositors. 
Thoroughly illustrated, the cover pic- 
tures photographically a group of boys 
and girls depositing at the prize-winning 
teller’s window made by two boys in 
one of the schools. With so much in 
the booklet created by the children 
themselves, it is natural that they would 
be proud of something so much of their 
own making. In this manner, not only 
are the children educated in thrift and 
the mutual savings idea but their 
parents can also learn almost as much 
as the children. Furthermore the bank 
is able in simple, direct language to 
tell its story understandably to young 
and old without affront to the intelli- 
gence of the parents because, ostensibly, 
the book is for children. 


APPEALING TO COOKS 


@In the cooking school section of the 
newspaper, Milwaukee Sentinel, there 
appeared a full page ad “Use This 
Tested Recipe—to make your dollars go 


further.” It seems that the First Wis- 
consin National Bank’s budget book 
“Stretching the Dollar” contains a tried 
and true recipe for saving without 
stinting, spending without waste “a 
recipe for s-t-r-e-t-c-h-i-n-g your dollars 
and getting ahead.” Reading further 
(and who wouldn't?) one is told, with 
explanations, “First—take inventory”; 
“Next—plan ahead”; “Then—stick to 
your plan.” A reproduction of an at- 
tractive budget book accompanies the 
closing lines of the advertisement, and 
a list of the First Wisconsin’s neighbor- 
hood offices rests invitingly at the lower 
left part of the advertisement. Bank 
advertising in cooking school sections! 
Talking to women in understandable 
language! Budget books that are bright 
and attractively modern! Mercy on us, 
its so hard to be dignified, isn’t it, 
when all around us this new-fangled 
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bank advertising is going places and do- 
ing things? 


MAKING LOANS IN CANADA 


@ Canadian banks, too, are beginning to 
merchandise their loan facilities. The 
Bank of Montreal addresses merchants. 
manufacturers and farmers in a recent 
series of very neatly laid out advertise- 
ments. The headings of two of these 
ads varied in accordance to the group 
addressed, the copy varying only as did 
the heading. For example: 


BANK LOANS 
to 

Merchants and Manufacturers 
Applications for loans from responsible mer- 
chants and manufacturers needing credit for 
business purposes are welcomed and promptly 
dealt with by the Bank of Montreal. 
This bank's approach to any credit problem 
is helpful and constructive. If you require 
accommodation, you are invited to talk over 
your ideas with our local manager. 


Following the signature is the line 
identifying all recent Bank of Montreal 
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advertising: “MODERN, EFFICIENT 
BANKING SERVICE .. . the Out- 
come of 117 years’ successful opera- 
tion.” 


REWARD—TEN THOUSAND 


@“The Children Can Use That $10,- 
000” states an advertisement from the 
Montclair Trust Company, Montclair, 
New Jersey, and the copy develops the 
fact that Mr. A’s property, consisting 
of securities valued at around $100, 
000, would be $15,000 less due to es- 
tate distribution costs under his plan 
of leaving these holdings to his wife. 
Under a plan suggested by the bank, 
these costs would be cut down to 
$4750. Mr. A. thought that this 
saving of $10,000 was something that 
the children could surely use and so 
between the bank and Mr. A’s lawyer 
the saving was effected. Straightfor- 
ward copy and an apt example of 
what the bank can offer make this ad- 
vertisement unusually compelling. 


Sidelights and Shadows 


the St. Louis Union Trust Co. in 

connection with my estate and 
have named it as my executor or trustee,” 
so state all the directors of this bank and 
sign the statement individually in an 
advertisement to the public; which is an 
inspiring way to spread confidence. . . . 
Pointing out that for 83 years no de- 
positor has ever lost a penny and that it 
now has 170,000 depositors, assets of 
more than $260,000,000 and an un- 
touched surplus of $36,000,000, The 
Williamsburgh Savings Bank most rea- 
sonably advertises that “Dollar by dollar 
with SAFETY is the real secret of suc- 
cessful saving. ... A tug pulling a 
liner is concentrated energy and simi- 
larly is a bank account concentrating 
one’s money so that it can lead an in- 
dividual into safe channels—thus, says 
The National Bank of Topeka, “A Bank 
Account Develops Power.” . . . New- 
ark has a new station on the Pennsyl- 


a i: making use of the services of 


vania railroad and everyone was so 
pleased about it that the newspapers 
carried many photographs alone with 
columns of stories historical, descriptive 
and what not—and the Fidelity Union 
Trust Company, staunch supporter and 
pioneer in Newark progress ran a sizable 
ad illustrating the station and proclaim 
ing that “Newark Advances again.” 
. . . To our surprise we discover from 
one of the Cleveland Trust series on the 
back cover of the Atlantic Monthly for 
April that Cleveland made nearly a fifth 
of all the electric vacuum cleaners, wash- 
ers and ironers last year; which is an- 
other one of the interesting industrial 
facts about that city broadcast by this 
civic-minded bank... . 

A “Man from Mars” visits the banks 
and discovers many a thought-provok- 
ing paradox in the banking system and 
is somewhat bewildered by it all until 
he reached the Underwriters Trust 
Company, New York, and finds that 
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even though he is a “little fellow” he 
can make use of this bank’s complete 
banking and trust service—the whole 
pertinent story is told effectively in a 
booklet issued by the bank. . . . Knowl- 
edge of sound banking principles isn’t 
enough, the courage to apply such ex- 
perience and wisdom is also necessary— 
such is the thought amplified to com- 
plete expression in an advertisement 
“What Courage Means to a Bank” 
by the Wachovia Bank & Trust Com- 
pany. . . . Out in Youngstown, Ohio, 
the Dollar Savings & Trust Company 
is sponsoring a series of radio broad- 
casts in an effort to benefit the com- 
munity by informative discussions on 
practical matters... . The Perth Am- 
boy Savings Institution, a New Jersey 
bank, remodeled and enlarged its quar- 
ters—upon completion the bank seized 
the opportunity to tell, in a four-page 
advertisement, a great deal about bank- 
ing in ‘general and itself in particular. 

A priceless keepsake, his father’s 
watch, was stolen and it needn't have 
been because for about 1 cent a day 
he could have kept it in a Bank of 
America safe deposit box—it is too late 
to recover a treasure once it is stolen, 
as the bank points out in this adver- 
tisement, but it does impress the owner 
with the wisdom and economy of a 
safe deposit box. ...@One Rhode 


‘the Andes on mule-back does 
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Island exporter whose goods go over 


not have 
to wait -for his money because of the 
services offered by the foreign depart- 
ment of the Industrial Trust Company, 
Providence—it’s encouraging to see this 
bank advertising to other local export- 
ers. . . . The First National Bank, Osh- 
kosh, Wisconsin, pictures some friendly- 
looking chairs and a desk in its lobby 
and invites the public to make use of 
them whether or not people are cus- 
tomers—“Make Yourself At Home” 
says the heading, and the copy certainly 
follows up by suggesting the meeting 
of friends in the lobby, using the desk 
to write and the telephone to make 
local calls. 

Those interested in copy testing in 
terms of financial advertising should ac- 
quire the Financial Advertisers Asso- 
ciation Bulletin for April and read 
Marvin Lemkuhl’s report of this sub- 
ject....%In the same issue will be 
found “More About Puff Sheets” if 
you're annoyed by them. . . . And at 
this point it is pleasant to look for- 
ward to that FAA convention this Sep- 
tember in Atlantic City; the sun decks, 
boardwalks, dips in the ocean and all 
will be most refreshing to the delegates 
at this meeting and so will the program 
in general with its constructive tone and 
forward-looking policies. . 


Question and Answer 


RITING in The American 
Banker, Francis R. Morison 


answers a letter from a banker 


friend the burden of which was 
strangely familiar. The letter read, 
“We are not doing much advertising. 
Our deposits are increasing and we are 
at a loss how to employ the funds. I 
will welcome suggestions.” Mr. Morison 
was able to make some suggestions as 
requested, and as they were well worth 
making we wish to reprint them in 
part. Answered Mr. Morison: 


“Of course, this banker does not ex- 
pect me to give him my suggestions as 
to how he shall employ his funds. I 


am well aware, moreover, with the 
shortage of desirable commercial loans 
and with the securities market as it is, 
that he won't be likely to be interested 
in time deposits on which he must 
pay interest, and that he should, there- 
fore, lay his advertising emphasis upon 
demand deposits. But he says he isn’t 
doing much advertising. What shall I 
say about that? 

“The first, and most obvious, response 
is that unsatisfactory conditions affect 
any business enterprise just as does ad- 
ditional competition. They narrow 
profit margins. When profit margins 
are narrow, the only way to maintain 
earnings at their accustomed levels is 
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by increasing volume. That is one 
thing that advertising helps to do. 

“But this answer will not satisfy the 
banker. He knows that profits depend 
on volume, but he dislikes to spend 
money to obtain volume when good 
loans are scarce. There is, however, 
one impelling reason for new business 
effort even now. 

“Even the most skeptical banker 
knows that general business is definitely, 
genuinely on the gain. And he knows, 


also, that the new accounts which are 
placed upon the books at the beginning 
of an upswing always last longer, ana 
produce more real profit than do those 
which are obtained when business is 
booming. In banking, as in every other 
line of business, the ascending curve on 
the business chart shows where the 
profit is. The financial institution which 
times its new business effort to the 
business swing always progresses more 
rapidly.” 


The Pleasing Art of Pleasing 


PEAKING before the Savings Bank 

Women of the New York metro- 

politan area, Granville B. Jacobs, 
expert in bank personnel training stated 
that salesmanship in banking was really 
the art of pleasing people. The art 
of pleasing people, he further explained, 
contained three essentials — quality, 
quantity (or “howmuchness”) and the 
right method of expression. 

He illustrated what he meant about 
quantity by comparing the endurance 
of Lincoln’s Gettysburg address as com- 
pared to the 10,000 word masterpiece 
of rhetoric which preceded it on that 
memorable day. Taking the quality 


side he said, “A few weeks ago a bank 
officer, after explaining a mortgage to 
a lady customer, asked this question: 


The lady 


“Don’t you understand me?’ 


hesitatingly said, ‘Yes,’ and then walked 
out. It was evident to me that she did 
not understand—but none of us like to 
admit that we do not understand. How 
much better it would have been from 
a public relations standpoint if this 
officer had asked the customer this ques- 
tion: “Have I made myself clear?’ 

“I also heard a teller explain to a 
customer that if he was not able to 
find his bank pass book which had been 
lost it would be necessary for the bank 
to ‘soak’ him 75 cents for another book. 
Strong evidence of the wrong quality 
of what to say for building proper pub- 
lic relations.” 

As for, using the right method of ex- 
pression, Mr. Jacobs believed that there 
is only one-quarter in what is said and 
three-quarters in the way it is said. 























LETTERS TO THE EDITOR 








WITHDRAWAL POLICY OF THE 
UNITED STATES 


Editor, THE BANKERS MAGAZINE: 

A Honolulu banker has called at- 
tention to your January, 1935, issue 
and the editorial comment which con- 
tains the amazing statement that “noth- 
ing has as yet been said with respect to 
Hawaii, Guam and the Canal Zone, 
but presumably we shall retire from 
these possessions also.” In the spirit 
of constructive criticism, may we point 
out that Hawaii's status is not similar 
to possessions such as the Philippines, 
Porto Rico, Guam and the Canal Zone, 
but that as a full-fledged territory, we 
are an integral part of the United 
States. It was at Hawaii's request that 
the Islands were annexed by the United 
States in 1898, and since 1900 we have 
been a territory just as many of the 
states were. You probably know that 
there is much discussion now regard- 
ing the possibility of Hawaii becoming 
the forty-ninth state. 

Residents of Hawaii are citizens of 
the United States and I dare say that 
we take greater pride in citizenship 
than many mainland residents. It is 
just as unthinkable to suggest that the 
National Government will “retire” 
from Hawaii as it would be to make 
the similar statement regarding New 
York State ALOHA! 

Haro_p CorFFIn, 
Editorial Manager, 
Hawaii Tourist Bureau. 
Honolulu, Hawaii, 
March 21, 1935. 


This letter has been read with much 
regret and no less surprise. 

Regret that our correspondent should 
have thought that THE BANKERS 
MacazINE had suggested the with- 
drawal of that beautiful island from 


the Union. Far from contemplating 
such a_ possibility, THE BANKERS 
MacazINE will hail the day when 


Hawaii becomes a full-fledged state. 
Surprise is felt that anyone who read 


the article in its entirety should not 
have perceived that it was written in 
a pure vein of irony—the suggested 
surrender of Texas and the Thirteen 
Original Colonies being sufficient evi- 
dence on that point. 

Only a parting message to our Ha- 
waiian friend—applicable as well to 
the inhabitants of the continental 
United States—let us not, even in 
these saddening times, lose the Ameri- 
can tradition of humor.—EprrTor. 





THE SAFEGUARDING OF FUNDS 


Editor, THE BANKERS MAGAZINE: 

The New Deal seems to be rolling 
along, possibly not so smoothly as a 
year ago, but it is moving. The pre- 
dominant question in the minds of in- 
vestors is how is the capitalist going 
to survive and protect his funds in 
the event of inflation in the extreme? 
I appreciate that after one’s currency 
has been devalued 40 per cent. it ap- 
pears a rather late date to be doing 
this. At the same time, with the 
nationalistic tendencies throughout the 
world and the drying up of interna- 
tional trade, the possibility of further 
devaluation of international currencies 
is intensified. While it is true that 
there are only a few countries now on 
the gold standard, the shake-down when 
it does come may place the United 
States in a more embarrassing position. 

Aside from international devaluation, 
our Federal debt is increasing at such 
a rate that if business does not pick 
dU 0} suIzas yt ‘aINyny Jesu 9y} ur ‘dn 
that inflation is right around the cor- 
ner. Putting the question directly, 
“Would you not like to have a ggason- 
able portion of your estate in actual 
gold bars in London for the next five 
years or until a great deal of the pres- 
ent uncertainty has cleared up?” 

As you are aware, many shrewd 
investors at present have a portion of 
their funds in sterling bonds, Canadian 
bonds payable in three currencies, gold 
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stocks and the balance in the best com- 
mon stocks and in Treasuries or a liquid 


reserve. It is my feeling that should 
the trend continue to go down hill 
as it is today this program of invest- 
ment will not give the investor as much 
protection as if he actually removed 
part of his funds from this country— 
the reason being that should things 
get bad enough our Government would 
immediately confiscate all holdings in 
foreign securities and foreign exchange 
or take them over at a rate favorable 
to it and not to the owner—as has 
been done in Italy, Japan, etc. My 
thought is that if an individual has 
sufficient funds to go abroad and ar- 
range to have gold bars put in a vault, 
the cost involved is a good insurance 
and can be charged off as such over 
the next few years. 
INVESTOR. 

Boston, Mass., April 15, 1935. 


“Have Faith in Massachusetts” was 
the title of a volume of speeches made 
by Calvin Coolidge. Have faith in the 
United States of America is the ad- 
vice given our Boston correspondent. 
Disquieting as have been many of the 
things we have recently done in this 
country, it is not the belief of THE 
BANKERS MAGAZINE that our course, 
either in the past or the future, will 
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warrant following the counsel of de- 
spair which seems to pervade our cor- 
respondent’s mind. The probability of 
inflation through the issue of unlimited 
paper currency seems remote. True, 
the excess bank reserves have set the 
stage for almost unlimited credit in- 
flation, but do not forget that the Fed- 
eral Reserve Board, having authority to 
increase legal bank reserve require- 
ments, possesses the power to check 
inflation from this source. 

The New England virtues of hard 
work, thrift and common sense will 
once more reassert themselves. 

No, Investor; do not send your 
money to London to be buried. Keep 
it here at home, where it will be 
needed and where, in the long run, 
it can be employed with greater profit 
and safety than elsewhere in the world. 
—EpIToR. 


THE IMPORTANCE OF PEACE 


Editor, THE BANKERS MAGAZINE: 

There is one great matter on which 
the American and British peoples are 
in complete accord, and that is without 
peace and goodwill in the world all 
striving is in vain. 

R. C. Wyse. 

London, April 10, 1935. 


Protective Committee Supplemental Service 


Protective Committee has arranged 

to supplement the investigation 
services long available to members with 
personal inspections and counsel by its 
agents, it is announced by James E. 
Baum, manager of the protective de- 
partment. The inspection report used 
in this service may also be had without 
charge on application by members wish- 
ing to use it as a guide in conducting 
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their own examinations. Mr. Baum’s 
announcement is as follows: 
“To inaugurate this service, our 


agents have prepared a form of ‘bank 
inspection report’ which reflects the ex- 


posure hazards or weak spots uncovered 
in their nation-wide experience investi- 
gating bank burglaries, holdups and 
sneak thefts. The report lists eighty 
leading questions and seventeen recom- 
mendations, all of which are instruc’ 
tive in the prevention of night bur- 
glary, daylight holdup and sneak theft. 
Many of these questions relate to 
alarms and other protective equipment, 
also windows, doors, skylights, and 
other entrances which have facilitated 
the early morning entry of bandits who 
kidnap bank employes from _ their 
homes during the night, or break into 
the bank premises and bind and gag 















the employes until one comes along 
who is capable of opening the com- 
bination locks on vaults or safes. These 
‘morning-glory’ bandits have bloomed 
too frequently in recent years chiefly 
because the bank premises are easily 
entered or precautions are not taken to 
detect the entry of criminals before 
the arrival of bank officers. 

“Where banks prefer making their 
own inspections, the report is sufficiently 
comprehensive and informative to assist 
them in conducting their own examina- 
tions. The report is available without 
charge upon request of the American 
Bankers Association or the nearest office 
of the William J. Burns International 
Detective Agency. 

“If a personal inspection by an ex- 
perienced investigator is desired, this 
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additional service is available to mem- 
ber banks at the same per diem rates 
which this association pays for investi- 
gations coming within the rules of the 
protective committee. Before a _ per- 
sonal examination is started by anybody 
outside of the bank’s own personnel, 
it is important that the bank request 
and obtain proof of the investigator’s 
identity. Every Burns investigator car- 
ries an identification card bearing his 
photograph, physical description and 
signature and unless he is already 
known, these data should be subjected 
to close scrutiny and comparison. Ob- 
viously, under no circumstances should 
anybody but a qualified bank official 
be allowed to retain, copy or take a 


completed inspection report from the 
bank.” 


Co-operation Between Bankers and 
Legislators 


UGGESTING that good results 
would be attained by consultations 
between legislators and representa- 
tives of the bank, Banking Business, 
published by the Harvard Trust Com- 
pany, Cambridge, Mass., continues: 
So far as this bank is concerned, 
there is no “banking interest” in legis- 
lation other than that of desiring to 
see banking laws which add to the eco- 
nomic welfare and stability of the 
people of this city. Any law which 
is good for the people of Cambridge, 
any law which is good for our custom- 
ers, is good for the bank. It could 
not be otherwise, for the business and 
the further progress of the bank de- 
pend absolutely upon the economic 
condition of the people who comprise 
our customers. 
There are certain laws existing and 
proposed which the bank knows are 
intended to promote the interests of 


bank customers, but which when put 
into operation do not produce the re- 
sults their proponents anticipated. There 
are even laws which injure rather than 
advance the interests of bank customers. 

The best way of understanding some 
of these laws is to have a practical 
bank man show through actual illus- 
tration how they work out in the daily 
work of the bank. It is not a matter 
of either theory or opinion. There 
are facts and figures, available in any 
bank, which disclose indisputably how 
our bank laws affect the people. 

And so we suggest to our Cam- 
bridge legislators a visit to this or any 
other Cambridge bank, where they may 
talk with men they know and acquire 
at first hand more information about 
bank operations and about some bank 
legislation than they may obtain in a 
year at either Beacon Hill or Wash- 
ington. 
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BOOK REVIEWS 


LossEs IN BANK EARNING AssETs. By 
Frederick Mueller, Jr. New York: 
The Bankers Publishing Company. 
$3.00. 


CONCENTRATING attention on loans, dis- 
counts and investments as the major 
constituents of the earning assets of 
banks, the author makes a searching ex- 
amination to find out how these classes 
of assets have fared in recent banking 
history. His study relates to the national 
banks only, and for the most part it 
relates to the period from 1921 to 1931. 

The great value of this book as a 
practical guide to banking policy con- 
sists in the fact that it is not based upon 
guesswork or theory, but sets forth in 
statistical form what has actually hap- 
pened. It would be interesting to point 
out and to analyze the various develop- 
ments which the study indicates, but 
only a few of these can be included 
within the limits of this review. 

The rise in the ratio of secured loans, 
the security being bonds and stocks, in- 
dicates that the banks are placing more 
reliance than heretofore upon the se- 
curity markets as a means of protecting 
their loans. This collateral is merely 
an added protection, as the sale of the 
collateral does not release the borrower 
from liability for any amount of his 
debt not covered by the sale of the 
pledged securities. 

As between specialization and di- 
versification of assets, the author points 
out the advantages and dangers of each. 
For example, the soundness of the di- 
versification principle may be granted, 
but where there is limited scope for its 
practice and the wider knowledge which 
diversification demands, the sound ap- 
plication of the principle presents seri- 
ous difficulties. 

Mr. Mueller’s main thesis relates to 
the investment policy of the banks. This 
policy is actuated by motives having to 
do with safety, liquidity and yield. It 
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is his special concern to present the 
record made by the two types of assets, 
loans and discounts and investments. He 
shows the great increase in the invest- 
ment account, and in some years a 
tendency to substitute “other securities” 
for Government bonds. This tendency 
has no doubt been checked in the last 
few years, and for these reasons: the 
market position of many “other securi- 
ties,” their considerably reduced volume, 
and more especially the huge borrow- 
ings of the Federal Government. 

Stating that “it is questionable if any- 
one can so define the factors of bank 
investment to set up a standard form 
of procedure,” the author goes on to 
say: 


“Quantitatively, the problem is' not 
so difficult, but qualitatively it ap- 
proaches only the possibility of a hope, 
rather than an accomplishment. As a 
matter of fact, too frequently in the 
past ten years have bankers stressed the 
proportions of the investment account, 
rather than the properties of the securi- 
ties themselves. Correct proportions in 
the investment account will be less use- 
ful, in times of need, in comparison to 
the qualitative factors than if proportions 
are ignored, emphasis having been placed 
upon the qualitative factors of the com- 
mitments.” 


As between loans and discounts and 
investments these considerations are ad- 
vanced. In the case of the former, at 
the time of extending the loan the 
banker can make a thorough examination 
of the enterprise on which the loan is 
based. He can check up on the credit 
standing of his prospective borrower. 
This investigation can be repeated should 
the loan come up for renewal. Even 
before the maturity of the advance, the 
banker, if in personal contact with his 
debtor, can watch over the safety of the 
loan to a considerable extent. In short, 
the banker has no small degree of con- 
trol over his loans and discounts. But 
the case with his investments is different. 






































He can take the advice of the bond sales- 
man or perhaps of his city correspond- 
ent, if his bank is in the “country class,” 
but experience has shown that these 
sources of information are far from be- 
ing reliable in all cases. As to the 
standing of the security, he can consult 
the market, and study the somewhat in- 
frequent reports of the corporations; but 
has no real voice in what the corpora- 
tion is doing, certainly not in respect of 
bonds unless interest and principal are 
in default, or as a minority stockholder 
practically powerless to intervene in the 
corporation’s management. 

Where a loan is not paid, the bank 
may, even after it is charged off as a 
loss, make complete or at least substan- 
tial recoveries; so also with respect to 
corporate defaults. But if the banker 
sells his stocks or bonds at a loss, he is 
estopped from further recovery. There 
are, of course, offsetting factors: the 
bonds and stocks may be sold at an ad- 
vance over their purchase price, and 
they may serve a useful purpose to the 
bank if it should wish to become a bor- 
rower, and again a bank may find it 
more advantageous to part with some 
of its investments rather than to disturb 
its local borrowers by demanding pay- 
ment of their loans. 

Of first importance, however, is what 
happens respecting charge-offs and losses 
in the two classes of assets. As to this, 
commenting on a table showing the pro- 
portion of loans and discounts and in- 
vestments charged off (1922-31) the 
author says: 


“The most obvious trend is that the 
charge-offs of securities have shown a 
proportionally continued upward tend- 
ency, whereas the trend in loan and dis- 
count charge-offs is downward, propor- 
tionally. Furthermore, considering the 
period as a whole, there has been an 
absolute increase in the amount of losses, 
in both classifications. The increase, 
however, has not been the same in both 
classes. The charge-off of securities has 


increased over this period 256.69 per 
cent., whereas the increase during the 
loans and discounts 


same period in 
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charged off has been only 38.20 per cent. 
Stating this in another way, we can say 
that for every dollar of increase in 
losses in loans and discounts charged off, 
there was an increase of six dollars and 
seventy-one cents in the losses in invest- 
ments charged off. 

“Not only is the trend indicative of 
dangerous results, if continued long 
enough, but also, it is clear that bankers 
in general have not had the same success 
in their purchase of investment securities 
as they have had in granting loans and 
discounts.” 


Statements of a similar import are 
repeated throughout the book, and they 
are of a character to call for greater 
caution in making investments than has 
been exercised in the past. 

There are sixty statistical tables scat- 
tered throughout the text, dealing with 
the matters under investigation. And 
while these tables are quite clear in 
themselves, their clarity is increased by 
the analysis given them by the author. 

Summarizing his studies, the author 
says: “A reduction in the losses in earn- 
ing assets is a challenge, and will only 
be effected by the banking fraternity in 
its consistent use of the control of short 
term capital and a more highly developed 
policy of selectivity in choosing the in- 
vestment portfolio.” 

To this it may be added that the char- 
acter of the bank’s earning assets is one 
of the problems most vital to the pros- 
perity and even the existence of the 
banks. And in dealing with this prob 
lem the banker will find in this volume 
information of the greatest practical 
value. 


How To UNDERSTAND BANKS. 
Y. Beaty. Chicago: Business Publica- 
tions, Inc. $2.50. 

A xsook for the bank customer which 

has been indorsed by business men and 

bankers, explaining in every-day lan- 
guage how to understand the working 
of a bank has at last been written. The 
bankers say that the author has told the 
truth, and the business men say that, 
with this understanding of banks, banks 


By John 
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should be more useful to them; and the 
result of this new understanding should 
be beneficial to both individual customers 
and the country as a whole. 

The author of this book is editor of 
the Rand McNally Bankers Monthly. 
He has had close contact with banking 
and has studied its problems for over 
fifteen years as an editor and business 
man. 

“American banks are the most useful 
banks in the world” and “our American 
system of banking has survived more 
trying conditions than any other bank- 
ing systems,” are the opinions of Mr. 
Beaty, and his book stalwartly upholds 
these beliefs and endeavors to create the 
same faith in the minds of his readers. 

The chapter headings will show just 
how clearly and thoroughly Mr. Beaty 
explains the business of banks to their 
customers: What Makes a Safe and 
Successful Bank; Who Is Responsible 
for the Safety and Success of a Bank; 
How Directors’ Responsibilities Are 
Carried Out; How a Bank’s Work Is 
Divided Among Its Officers; How to 
Get Information About Your Bank; 
There Are Forty-Seven Kinds of Lend- 
ing Agencies; A Depositor’s Relations 
with His Bank; How Banks Secure an 
Income; How to Establish Your Credit: 
How Banks Protect Themselves in Mak- 
ing Loans; How to Borrow on Real 
Estate; How Even Good Loans Some- 
times Handicap a Bank in an Emer- 
gency; What May Cause a Bank to 
Suspend; How a Weak Bank May Be 
Saved; American Banks Are the Most 
Useful Banks in the World. 


CaPITALISM CARRIES On. By Walter 
B. Pitkin. New York: McGraw- 
Hill Book Co., Inc. $1.75. 


“CAPITALISM,” in the opinion of Pro- 
fessor Pitkin, “will carry on smoothly, 
if it shows at least as clear a grasp of 
realities as the capitalists of fifty years 
ago exhibited. It will attain this clear 
vision only if it retains both the loyalty 
and the services of the middle class.” 
Mr. Pitkin, who will be remembered 
for his book, “Life Begins at Forty,” 
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believes in well-directed capitalism and 
chides and advises the capitalists in turn 
in this exceedingly interesting and read- 
able book. 

He believes that the American middle 
class, consisting of about 12,000,000 
business and professional men, and “su- 
perior farmers,” constitute the nemesis 
of capitalism. A middle class utopia 
that would make the most fashionable 
suburb of New York City seem like a 
pigsty beside it, is within the realm of 
immediate possibility, according to Pro- 
fessor Pitkin, who adds that he is speak- 
ing with the utmost precision in making 
that statement. “I mean,” he says, “that 
some ten thousand or hundred thousand 
scientists and technologists, aided by a 
quota of superior physicians, dentists, 
builders and executives, could, in the 
very hour when you read these lines, 
quietly step out of America and set up 
a city of strange design in any of a 
hundred of remote spots where the white 
man thrives. These thousands have the 
funds, the experience and the foresight 
to build into their new society every 
device for getting what they want with 
minimum effort. They could reduce the 
death rate enormously from the outset. 
They could cut the hours of labor to 
two or three daily. They could furnish 
themselves with every delight no less 
than every safeguard. The world for- 
getting, by the world forgot, they might 
dwell apart, and all their offspring after 
them down the generations.” 

“The most momentous crisis in the 
history of our race is at hand,” Pro- 
fessor Pitkin declares. “For the first 
time in a million years, the keen, the 
sensitive, the analytical, and all other 
superior human types are no longer de- 
pendent upon brawny ditch diggers and 
dull nursemaids. In the past the clever 
have thought for the stupid, while the 
stupid have drudged for the clever. But 
now labor-saving inventions have ad- 
vanced to the point of emancipating the 
thinkers and planners from all stevedores 
and lumberjacks.” 


Amiong the foes of present-day cap- 
italism Professor Pitkin lists the churches, 











Protestant and Catholic alike. “Few 
observers seem to realize,” he says, “how 
fast the churches of America—above all, 
the Protestant, and to a lesser degree, 
the Catholic—are turning against cap- 
italism. The prodigious vogue of Father 
Coughlin, radio foe of Wall Street, 
must not be underrated. . . . Today 
money changers and money makers are 
being denounced with rising fervor in 
thousands of pulpits. Were a vivid re- 
ligious leader to arise, he might readily 
end capitalism, for the masses respond 
to emotional appeals. Will he arise? 
Nobody knows. Could he be checked? 
All would depend on the vision and 
clear thinking of the American middle 
classes.” 








THE CHIEF CAUSE OF THIS AND 
OTHER DEPRESSIONS, by Col. Leon- 
ard P. Ayres, vice-president, The 
Cleveland Trust Company, Cleve- 
land, Ohio. 


Discovery of the long-sought cause of 
business booms and depressions is 
claimed in this economic monograph 
just published by the Cleveland Trust 
Company. The monograph is one of 
a series on economic subjects which 
Col. Leonard P. Ayres, vice-president 
of the bank, has written, and the bank 
has produced from time to time dur- 
ing the last ten or fifteen years. 

A foreword to the current work 
states: “This discussion of business 
cycles has been prepared in response 
to a request from Senator Josiah W. 
Bailey of North Carolina, who is chair- 
man of a Senate Committee charged 
with the duty of studying the causes 
of the present depression.” 

The most important conclusion of 
the study is formulated in the state- 
ment that: Trade cycles are chiefly 
caused by changes in the volume of 
purchasing of durable goods by busi- 
ness enterprises, actuated by changes 
in the prospects for profits. 

This conclusion is based on new 
data covering the production and dis- 
tribution of goods which show that the 
volumes of finished goods bought by 
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business enterprises, as contrasted with 
individual consumers, are far greater 
than has ordinarily been assumed. 

For the most part the purchases of 
consumers goods are obligatory, because 
they cannot be long postponed, but the 
buying of durable goods is optional, 
because it can be postponed, since the 
existing goods can be made to yield ex- 
tended service. This is why there is 
not much unemployment among pro- 
ducers of consumers goods, but a great 
deal among makers of durable goods. 

The new figures show that from 
three-fourths to five-sixths of all the 
durable goods are purchased and finally 
used by business enterprises, while 
most of the consumers goods are bought 
and used up by individual consumers. 
Business enterprises buy durable goods 
in large amounts when actual profits 
or the prospects for them are good, 
but they sharply curtail their buying 
when they think profit prospects are 
poor. These changes in| the volume of 
purchases of durable goods by business 
enterprises are the controlling factors 
accounting for most of the depths of 
depressions, and most of the vigor of 
business recoveries. 

Col. Ayres traces the present depres- 
sion to economic changes growing out 
of the World War. Pointing out that 
this is the sixth year of the depression 
but the twenty-second year of the 
causes of the depression, he says, “This 
most serious of modern periods of hard 
times has its roots in the World War 
and so its true origin reaches back 
into 1914.” 

Under factors that did not cause the 
depression Col. Ayres lists eleven widely 
accepted beliefs which he holds to be 
erroneous. He argues their fallacy, and 
designates them as follows: 

“Malefactors of great wealth, over- 
production, price declines, reduced agri- 
cultural purchasing power, shortage or 
maldistribution of gold, shortage of 
consumer purchasing power, over-in- 


dulgence in productive equipment, tech- 

nological unemployment, concentration 

of wealth, speculation, bad banking.” 
In his summary, Col. Ayres says: 

















628 


“Stability of business activity depends 
on the stability of the fundamental con- 
ditions under which business operates. 
This cannot be created by any simple 
legislative formula. It involves _per- 
sistent adherence to at least seven na- 
tional policies: peace; sound money; 
balanced budgets; sound banking; the 
restriction of credit to loans justified 
by earning power; the restriction of 
speculation; governmental regulation of 
business to prevent abuses, dishonest 
competition and exploitation, but not 
to control wage and price competition 
or to favor special groups.” 


Towarps STABILITY. 
Schlichter. New York: Henry Holt 
& Co. $2.00. 


Can the problem of the business cycle 
be solved? How can purchasing power 
be maintained? What are the prob- 
lems of a controlled economy? Can 
government prime the pump? Does re- 
striction of production help produce a 
revival? 

These questions and many others of 
present-day concern were discussed in a 
series of lectures in June, 1933, at the 
Utah State Agricultural College. Dur- 
ing the months since that time the au- 
thor rewrote them, weaving in references 
to current developments and _ policies, 
and adding new material. 

As a panacea for booms and depres- 
sions Mr. Schlichter gives a readable 
analysis in the book for the intelligent 
business man and citizens whom the too- 
easy cure-alls have failed to satisfy. The 
fundamental fact of the book is stated 
by Mr. Schlichter in one sentence: “The 
problem of achieving stability under cap- 
italization is a problem of stabilizing the 
prospects for profits, because the volume 
of consumer spending depends primarily 
upon the volume of business spending; 
and the volume of business spending de- 
pends primarily upon the prospects of 
profit. Precisely here we see the fallacy 
of the popular belief that the way to 
end depression is simply to increase con- 
sumer purchasing power—a belief that 
has done much to intensify and prolong 


By Sumner H. 
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the present depression. . . . Because the 
Roosevelt Administration has overlooked 
the vital importance of correcting mal- 
adjustments in price relationships, its 
truly heroic efforts to end the depression 
have yielded only small increases in 
spending, production and employment.” 


STABLE Money. By Irving Fischer. 

New York: Adelphi Company. $3.50. 
“IT is about the most important thing 
in the world—economically.” This was 
the stated opinion of Owen D. Young, 
and Irving Fischer, Professor of Eco- 
nomics at Yale University, gives in this 
book the growth of the movement for 
stable money from its academic begin- 
nings to a world-wide popularity, with 
all the important legislative efforts traced 
and analyzed. 

From the first history of the move- 
ment Professor Fischer brings his reader 
to the legislative stage, consisting of 
various stable money bills, the Federal 
Reserve Act, international organizations, 
England off the gold standard, the 
Swedish stabilization experiment, and 
Australia’s experience, and completes his 
study with the policies of President 
Roosevelt’s administration. 

Mr. Fischer keeps to an impartial dis 
cussion of his subject throughout the 
body of his book, but among several ap- 
pendices he includes one on “My Per- 
sonal Views.” This gives a personal 
and interesting flavor to his study. 


Monetary Poticies. By Fred I. Kent. 
Minneapolis: University of Minnesota 
Press. Pamphlet. 25 cents. 

THis pamphlet is one of a series of 

papers being published by the University 

of Minnesota, and is a lecture delivered 
at the university by Fred I. Kent, for’ 
merly a vice-president of the Bankers 

Trust Company of New York and at 

present chairman of the Commerce and 

Marine Commission of the A. B. A. 

Mr. Kent gives three things to remember 

about his subject: first, that monetary 

policies are born of politics; second, that 
though exact theoretically, no man can 
measure their effect when applied to 





living groups of people; third, that mone- 
tary policies are not understandable in 
entirety by the individual who confines 
himself only to his own experience. 


PERSONNEL PROGRAMS IN BANKS. By 
Eleanor Davis. Princeton, N. J.: In- 
dustrial Relations Section, Princeton 
University. Pamphlet. 

MANY outstanding banks have come to 

recognize, as large industrial corpora- 

tions did somewhat earlier, that their in- 
creasing size, the need for carefully 
selected and trained personnel, the grow- 
ing emphasis on financial and job se- 
curity in the mind of the employe, and 
the maintenance of individual health and 
eficiéncy in the group morale, neces- 
sitated more concentrated and sustained 
attention to the industrial relations 
problem of bank management by the 
chief executives of these institutions. 

This pamphlet is a study of the experi- 

ence of more than fifty representative 

institutions. Its findings are included 
in such chapters as: Personnel Depart- 
ment; Hiring New Employes; Salary 

Administration and Promotion; Educa- 

tional Plans; Financial Security Plans; 

Medical Department and Health Serv- 

ices; Employe Clubs, Magazines, etc. 


THE Unitep StaTEs AS A FINANCIAL 
CENTER—1919-1933. By M. F. 
Jolliffe. Cardiff: University of Wales 
Press Board. 6 shillings. 

Wit painstaking thoroughness the au- 

thor traces step by step the developments 

in our domestic money markets from 
the gradual change to a commanding 
position as an international financial 
center up to the collapse which came 
in 1929. The main part of the volume 
is historical, and it is only at its con- 
clusion that modest advice is given as 
to our future course. The historical 
record presented will become invaluable 
for future reference. The author is 


mildly critical of what he calls lack of 
a consistent policy on the part of the 
Federal Reserve Board; thus as to 1928, 
the restrictive policy was imposed after 
the mischief had been done. 
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In respect of the thesis of this volume, 
it may be observed that to the situation 
two remedies are applicable: first, greater 
disposition of our creditors to pay; sec- 
ond, a disposition on our part to make 
it easier or even possible for them to pay. 


THE State SAvincs BANK OF VICTORIA. 
By Alex. Cooch. Melbourne: Mac- 
millan & Co., Ltd. 

THE history of the State Savings Bank 

of Victoria, as unfolded in the pages of 

this book, is closely interwoven with im- 

portant events in the lives of the people 

of the State of Victoria, Australia. As 

Victoria celebrates its centenary this 

year, Mr. Cooch, the general manager 

of the State Savings Bank of Victoria, 
undertook the publication of this history 
of the bank. It is a narrative full of 
human interest, graphically told, and 
should hold the attention of students of 
history as well as students of banking. 


CAPITALISM AND Its CULTURE. By 
Jerome Davis. New York: Farrar & 
Rinehart. $3.00. 

From the current literature, of which 
this volume is a fair sample, the infer- 
ence cannot be escaped that capitalism 
is in a bad way. Indeed, so many 
and so vigorous have been the assaults 
against the system that one would think 
it hardly had sufficient life left in it 
to justify further attack. Capitalism 
must have at least the proverbial nine 
lives of the cat to be still living after 
being subjected in recent years to so 
many attacks. 

This book belongs to what may be 
called the literature of exposure. It 
finds nearly everything to be superla- 
tively bad—industry, banking and 
finance, the press, radio, education and 
religion all get a drubbing. Profit as 
the. chief villain in this melodrama 
comes in for the severest excoriation. 
But what does the author mean by 
“profit?” He tells us (p. 224) “In the 
sense that we shall here use profit we 
mean getting something for nothing, or 
a return which does not come from real 
service.’ Whether the profit derived 
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in this way is sufficient to justify the 


outcry against it, which the author 
raises, may be a debatable question. He 
would find substantial agreement in 
condemning profit which consists in get- 
ting something for nothing or without 
the rendering of real service. But it 
would seem to be a fair criticism of 
this book, and of others written from 
the same standpoint, that their attention 
is concentrated on the monetary profits 
with little or no regard to the service 
rendered. In other words, there is no 
light and shade in their picture. It 
is all of the deepest black. 

When all this is said, however, no 
one can deny that capitalism has not 
functioned perfectly, that it has many 
faults justly to be charged against it. 
While the author has overstated these 
faults, and has failed adequately to set 
forth the corresponding offsets to them, 
his statement of the case will serve to 
direct attention to the imperfections 
arising from what he calls the capital- 
istic culture, and should help in their 
correction. 


THE FUTURE OF MONETARY POLICY. 
A report on international monetary 
problems by a group of the Royal 
Institute of International Affairs. Lon- 
don: Humphrey Milford, Oxford 
University Press. $4.00. 


PRACTICALLY all the problems relating 
to international monetary and banking 
affairs are extensively and admirably 
dealt with in this volume, the studies 
representing the conclusions of a com- 
mittee or group composed of well- 
known monetary and banking authori- 
ties. Here is a statement (p. 140) of 
special interest as applicable to a part 
of the recent monetary policy of the 
United States: 


“A school of thought has arisen which 
looks upon the lowering of an exchange 
parity as an automatic method of 
forcing up prices. Sometimes the sug- 
gestion is made that there is a direct 
and simple causal relationship between 
the gold content of a country’s cur- 
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rency and its price level, entirely in- 
dependent of the foreign exchange 
ratios which that gold content may en- 
tail. The argument, taking its stand 
on a crude version of the quantitative 
theory of money, would appear to ex- 
pect prices to double if the gold con- 
tent of a currency is halved. In this 
extreme form it is demonstrably fal- 
lacious. But, in fact, as things are 
today there is no reason why prices 
should rise merely because gold contents 
of currencies are reduced.” 


Also (pp. 68 and 69) there is an 
interesting contrast of the rediscounting 
policy of the Federal Reserve and the 
Bank of England: 


“The Bank {of England} is always 
prepared to lend, but at a rate which 
definitely discourages borrowers; it will 
help the money market—at a price 
which discourages the market from 
availing itself of this help except in 
an emergency, or on a special occasion 
when balance-sheets presenting an ap- 
pearance of ultra-liquidity are thought 
to be desirable. On the other hand, 
in the United States rediscounting 
facilities are regularly made use of. 
There the underlying conception is that 
as trade expands the number of bills 
will increase and, with a proportion of 
these being rediscounted, the volume of 
credit will keep pace and expand. ... 
Superimposed on this, and almost in 
conflict with it, comes the further con- 
ception that the authorities can control 
undue activity by positive counteract- 
ing operations. . . . Difficulties of this 
sort do not arise in Great Britain. An 
increase in bills does not involve an 
increase in rediscounts, and the com- 
mercial banks are never in debt to the 
Bank of England.” 


Of special interest are the chapters 
on short-term balances, the future of 
long-term lending, and _ international 
monetary co-operation. 

The volume is a most instructive con- 
tribution toward a better understanding 
of a number of current perplexing 
monetary and banking problems. 
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BuDGETING. By Prior Sinclair. New 


York: Ronald Press Co. 
TREATS budgeting as a plan of prac- 
tical business management, and all the 
plans given are derived from actual 
practice. 


ENCLAVES OF ECONOMIC RENT FOR 
1929. By Charles W. Huntington. 
Harvard, Mass.: Published by Fiske 
Warren. 


THis is a compendium of the legal 
documents involved, together with an 
historical description of the enclaves of 
single-tax or economic rent, and is vol- 
ume 10 of an annual series. 


SPENDERS ALL. By Ernest Greenwood. 
New York: D. Appleton-Century 
Co. $2.00. 

THis book gives facts and figures of 

the burden of taxation, with an intro- 

duction by Peter Grimm, chairman of 
the Citizens’ Budget Commission of 

New York City, organized to revolt 

against increasing taxes. 


A PRIMER OF Money. By Donald B. 
Woodward and Marc A. Rose. New 
York: McGraw-Hill. $2.50. 

A REVISED and enlarged edition of two 
books, A Primer of Money, and In- 
flation, brought up-to-date, to include 
explanations of many of the puzzling 
monetary changes and theories that have 
come into prominence during the pres- 
ent administration. 


CoLorapo, WYoMING AND NEw Mex: 
ico BANK Directory. Denver, Colo.: 
Mountain States Banker. $2.00. 

A VEST-POCKET edition of essential in- 


formation about the banks of the above- 
named states. 


THE ExcHANGE EQUALIZATION AC- 
COUNT. By N. F. Hall. New York: 
Macmillan Co. $3.00. 

THE organization of the Account is 

explained, and important developments 
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in monetary affairs since it was estab- 
lished in Great Britain in 1932. 


STRAIGHT THINKING. By William J. 
Reilly. New York: Harper & Broth- 
ers, $1.75. 


STATES and illustrates, with typical 
business problems, processes to follow in 
solving those problems: precise observa- 
tion, defining the problem, securing evi- 
dence, drawing conclusions. 


By Paul Ein- 
Co. 


THE FuTuRE oF GOLD. 
zig. New York: Macmillan 
$2.00. 

AN attempt to answer questions of 

anxious investors about the future price 

of gold, dealing with various popular 
fallacies on the subject. 


Economics OF MoNeEy, CREDIT AND 
BANKING. By F. Cyril James. New 
York: Ronald Press Co. $4.00. 

A REVISED, and enlarged second edi- 

tion, in which the author adopts a 

new arrangement of his material. 


EXPERIMENTS IN CREDIT ConTROL. The 
Federal Reserve System. By Caroline 
Whitney. New York: Columbia 
University Press. $3.75. 

A CAREFUL study of the functioning 

of the Federal Reserve, with sugges- 

tions on what might be done to make 
credit control more effective. 


RETAILING. By Norris A. Brisco, Ph.D. 
New York: Prentice-Hall, Inc. $5.00. 


A COMPREHENSIVE and clear survey of 
the fundamental principles of retailing 
which should be of value to those who 
wish to become successful store execu- 
tives 


INTERNATIONAL MoNEY Markets. By 
John T. Madden and Marcus Nadler. 
New York: Prentice-Hall, Inc. $5.00. 

ComPLETE description of the radical 

changes that have occurred in interna- 

tional finance, and the factors under- 
lying them. 
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HE foregoing message, in Ameri- 

can Trust Company's new three- 

letter telegraphic code, when trans- 
lated, means the following: 

“We have issued our Irrevocable let- 
ter of credit No. 3284 for U. S. $14,- 
320.00 in favor of Harry K. Doe & 
Co., Manila, available by thirty days 
sight drafts on us when accompanied 
by commercial invoice in duplicate, cer- 
tificate of origin, marine insurance 
policy or certificate, full set clean on 
board ocean bills of lading made out 
to our order covering full invoice cost 
of shipment of Philippine Copra, Sun- 


dried 75 per cent. from Philippine 
Islands to Mazatlan, Mexico, C.LF. 
port of destination. This letter of 


credit is issued for account of Richard 
Roe & Co., San Francisco and expires 
December 21. Please notify beneficiary. 
Allowance of 14, of 1 per cent. to be 
made in invoice for insurance which 
is covered here.” 

The foregoing illustrates the extreme 
brevity of this revolutionary new code, 
in use for the first time between Amer- 
ican Trust Company and its correspond- 
ents throughout the world. 

The message as coded in the new 
manner, if sent to Manila, would cost 
$3.30, as compared with $7.78 if a 
typical five-letter code were used. 

SAVES FIFTY PER CENT. 

According to Peter A. Kinnoch, vice- 
president of American Trust Com- 
pany’s foreign department, the new 
code will save the bank’s customers ap- 
proximately 50 per cent. in cable tolls 
over the five-letter systems in general 
use and, at the same time, will afford 
a valuable check for accuracy. 
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An Improved Telegraphic Code 


By Leon LIVINGSTON 


The new code was invented by A. C. 
Meisenbach, and was adopted by Ameri- 
can Trust Company as a means of off- 
setting recent increases in cable tolls 
due to new regulations covering the 
use of the long-established _ five-letter 
code systems.. By these systems, an 
arbitrary arrangement of five letters 
can be made to cover a whole phrase, 
or even a sentence. A further saving 
was until recently possible because the 
cable companies permitted two of these 
five-letter words to be combined into 
cone word of ten letters. Last year the 
cable companies withdrew the rule by 
which two of these five-letter words 
could be so combined, thus substantially 
increasing the cost of sending code mes- 
sages by cable. Since that time, Mr. 
Meisenbach has been in the employ 
of American Trust Company, devising 
a new code developed to meet the new 
conditions. 

According to Mr. Kinnoch, the new 
code is far simpler than any of the 
systems now in use, and makes three 
letters do where five letters were ne- 
cessary before, thus saving one word 
in every three. This saving will mount 
into thousands of dollars annually with 
firms using the bank’s facilities for 
foreign exchange transactions. 


EACH MESSAGE CHECKS ITSELF 


The new three-letter code is an amaz- 
ing feat of ingenuity, for in addition 
to making three letters say as much 
as five have said heretofore, it provides 
an automatic check for accuracy. Each 
message checks itself. The tenth, or 
final, letter of each three-word group 
is a key whereby the receiver can de- 
termine at once whether or not the 
words have been transmitted accurately. 

The new code covers general busi 
ness, as well as banking. American 
Trust Company of San Francisco, in 
adopting it for its own private uses, 








has developed it further in directions 
useful to the company’s clients. Its 
most frequent use will of course be 
in transmitting letters of credit, mak- 
ing cable transfers of money, collec- 
tion transactions, and the handling of 
accounts. 

For several months 


the code has 
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been in process of delivery to the 
bank’s various correspondents. The 
task of delivering copies of the code 
to American Trust Company's cor- 
respondents scattered in all parts of 
the world has been completed, and 
the first messages are being trans- 
mitted 


International Chamber of Commerce 


International Chamber of Com- 
merce will be held at Paris June 
24 to 29. 

The International Chamber of Com- 
merce was founded in 1920 and is 
composed of representative business 
leaders in finance, industry, trade and 
shipping, from forty-eight countries. 
The organization is non-political and 
concerns itself in promoting practical 
measures for the amelioration of world’s 
trade problems. The addresses and 
discussions, which will be delivered be- 
fore the Congress, are prepared by the 
various technical committees and will 
have a direct bearing on current eco’ 
nomic problems common to all civilized 
countries, with many questions of vital 
interest to the American delegates. The 
opening topics of the general session 
will come under such headings as “The 
Revival of World Trade,” “Stabiliza- 
tion of the Relations Between the Cur- 
rencies,” “The Organization of Produc- 
tion,” “The Revival of the International 
Movement of Goods and Capital,” and 
“The Co-ordination of the Means of 
Transport by Road and Rail,” together 
with many subjects treating on ton’ 
nage, shipping, inventions, trade-marks, 
national bankruptcy laws, etc. 

The American members of the Coun- 
cil, or board of directors of the Inter- 
national Chamber of Commerce, are 
Thomas J. Watson, chairman of the 
American committee, Eliot Wadsworth, 
vice-president for the United States, 


Ti eighth general congress of the 


William Butterworth, John H. Fahey, 
Nelson Dean Jay, Clark H. Minor and 
Silas H. Strawn. 

The other members of the American 
Committee are Joseph F. Abbott, Win- 
throp W. Aldrich, Frank B. Ander. 
son, T. M. Anderson, Jr., W. W. At- 
terbury, Julius H. Barnes, Willis H. 
Booth, Francis H. Brownell, Curtis E. 
Calder, Roy D. Chapin, W. L. Clay- 
ton, Stuart W. Cramer, R. Stanley 
Dollar, Lammot du Pont, Lucius R. 
Eastman, James A. Farrell, Edward A. 
Filene, P. A. S. Franklin, F. Abbot 
Goodhue, Charles S$. Haight, John Hays 
Hammond, Henry I. Harriman, W. A. 
Harriman, John W. Harris, George H. 
Houston, James S. Kemper, Fred I. 
Kent, Thomas W. Lamont, F. W. Love: 
joy, W. S. McLucas, E. G. Miner, 
J. D. Mooney, Frank C. Munson, F. B. 
Odlum, Arthur W. Page, John M. 
Parker, Reginald H. Parsons, Thomas 
N. Perkins, Lewis E. Pierson, Francis 
E. Powell, A. W. Robertson, Henry M. 
Robinson, Edward S. Rogers, Adolph 
Schleicher, Henry D. Sharpe, Oscar W. 
Smith, Gerard Swope, Myron C. Tay- 
lor, W. C. Teagle, J. T. Trippe, F. O. 
Watts, C. F. Weed, Harry A. Wheeler, 
Daniel Willard and Owen D. Young. 

Seven biennial congresses of the In- 
ternational Chamber have so far been 
held, the first in London in 1921, fol- 
lowed by Rome in 1923, Brussels in 
1925, Stockholm 1927, Amsterdam 
1931, and 


1929, Washington, D. C 
Vienna 1933. 
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BRIEF ITEMS FROM THE NEWS ABOUT BANKS AND BANKERS 








Aiding A griculture— 


@ High honors were won by California 
bankers when the agricultural program of 
the California Bankers Association was 
awarded 1000 points as its rating in banker- 
farmer activities. 

q “Bankers in farming districts are giving 
more time to agricultural activities, they 
are thinking less of emergencies, and are 
beginning to talk about permanent, con- 
structive developments,” reports H. Lane 
Young, chairman of the A. B, A. Agricul- 
tural Commission, to the executive council 
meeting in. Augusta, Ga. 


—(®) — 


@ Mutual understanding between farmers 
and bankers has been so advanced in Ore- 
gon, that for the sixth consecutive year 
the state leads in such co-operative activi- 
ties. C. E. Williamson, cashier of the Bank 
of Albany, Ore., chairman of the agricul- 
tural committee of the Oregon Bankers 
Association, reports more than 200 agri- 
eultural meetings, attended by 600 bankers, 


in which crop irrigation, dairy improve- 
ments, corn clubs, and farm inventories 
were discussed. 


@ A hopeful view is taken of farm own- 
ership conditions by the Farm Credit Ad- 
ministration. It finds that during the six- 
month period ended February 28, the 12 
Federal Land banks disposed of 3668 farms, 
nearly double the amount for the same 
period last year. 
—o— 


@ “There is striking improvement in the 
morale of the farmers of the nation, the 
outlook for agriculture is the best in years 
and the present situation justifies reason- 
able optimism,” William I. Myers, Governor 
of the F. C. A., said recently. 


Anniversaries— 
@ Edward D. Moore, vice-president of the 
Indiana National Bank at Indianapolis, 


Ind., has completed 50 years with that in- 
stitution. 


—eO— 


@The twelfth anniversary of Harris 
Creech’s presidency of the Cleveland Trust 
Company of Cleveland was celebrated in 
April. During the period Mr. Creech has 
been head of the bank it has become the 
twentieth largest bank and trust company 
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in the United States, ranks forty-third 
among banks throughout the world, and 
deposits and number of accounts have been 
greatly increased. 


a 
oy 


@ Dr. Walker Washington, a descendant of 
the branch of the family which gave the 
first president to the United States, was 
honored at a dinner in April for his fiftieth 
anniversary as a practicing physician. Dr. 
Washington is also president of the Totten- 
ville National Bank, Staten Island, N. Y. 


—(6)—~ 
® 


@ “Maybe in another fifty years I will know 
enough about banking to be able to give 
out some good tips to prospective bankers,” 
says Clyde E. Brenton, chairman of the 
Iowa-Des Moines National Bank & Trust 
Co., Des Moines, who has just celebrated 
fifty years in the banking business. 


ae ee 
@ 


@ Between two metallie gold covers, the 
National Bank of Tacoma, Wash., is dis- 
tributing a four-page folder in which it 
discusses “Some Delusions of the Hour.” 
The bank completes a half-century of serv- 
ice this year and celebrates by this “golden 
book.” 
<a 

@ The Chase Bank in Paris, as successor to 
the Equitable Trust Company, celebrated 
the twenty-fifth anniversary of the opening 
of its offices in April. It was the first 
braneh of an American commercial bank to 
be opened in Paris. 


Branches and Mergers— 


@ Reducing office hours in order to make 
two of its branches pay, is the policy of 
the Calcasieu-Marine National Bank of Lake 
Charles, La. This bank believes that it is 
the only bank in the South, operating 
branches, which still gives banking service 
to the towns but cuts down overhead. 
—eC— 
@ The eighth out-of-town branch has been 
acquired by the Anglo California National 
Bank of San Francisco, Calif. This was 
the former First National Bank of Lemoore, 
and its official staff is being retained. 
—@©— 

@ The Valley Bank & Trust Co. of Phoenix, 
Ariz., with twelve branches throughout the 
state, has become the Valley National Bank. 
The Consolidated National Bank at Tucson 
was absorbed into the chain, inereasing 
total deposits to more than $20,000,000. 








—S EEE 
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@ Of $2,750,000 in notes receivable and 
discounts held by the Drovers National, the 
Inter-State National accepted all but one 
note for $3100, in less than the thirty days 
in which it was given the right to accept 
or reject notes. “The condition in whic’ 
the Drovers National Bank was found, not 
only reflects to the credit of H. L. Jarboe, 
the president, and his associates, but demon- 
strates again that the banking affairs of 
this country are in sound and capable 
hands,” says “Bank News,” a Missouri pub- 
lication. 
—@— 

@ The Chase National Bank, New York 
City, has opened a branch in the Lincoln 
Building on 42nd street in place of its 41st 
street branch. Alfred W. Hudson is the 
officer in charge. 


Building Improvements— 


@ The directors’ room of the Lawyers 
County Trust Company of New York has 


been air-conditioned, as the original con- 
struction of the room did not allow for 
perfect ventilation. 


@ The Commerce Union Bank of Nashville, 
Tenn., moved into its new quarters, with all 
modern banking facilities, in April. 

—©— 
@ The Commercial National Bank of Little 
Rock, Ark., will be the first air-conditioned 
building in that city, as work is just being 
completed on the contract. 

—@— 
@ Bankers who visited Louisville for the 
Kentucky Derby were invited to inspect the 
newly modernized Fourth avenue office of 
the Liberty National Bank & Trust Co. 


Changes— 


@ Albert J. Carter, assistant vice-president 
of the National Shawmut Bank of Boston, 
has become an active vice-president of the 
Second National Bank of Nashua, N. H. 
He succeeds George F. Thurber, who was 
recently elected president. 

—@— 
@ Edward Everett Watts is the new presi- 
dent of the Broadway Savings Bank of 
New York City. He is retiring from the 
vice-presidency of the Chase National Bank 
but will continue his association with that 
institution as a member of the advisory 
committee for the Garfield branch. 

—@— 
@ Henry F. Wilson, Jr., has become chair- 
man of the board of the Fiduciary Counsel, 
Tne., of New York City. This js one of 


the largest organizations in the country 
specializing in investment counsel to banks 
and individuals. Mr. Wilson has been as- 
sociated with the Bankers Trust Company 
as vice-president. 


—~)— 
© 


@ George Everitt is now a member of the 
investment department staff of the First 
National Bank & Trust Co. at Minneapolis. 


=a her 
oe 


@ Former governor Edward C. Stokes has 
resigned from the presidency of the First- 
Mechanics National Bank of Trenton, N. J., 
to resume his former position as chairman 
of the board. Harold Ray has become 
president. 


—@— 


@ In keeping with a policy recently adopted 
by the Graduate School of Business of 
Leland Stanford University, creating con- 
sulting professors in business, the board of 
trustees appointed fifteen business execu- 
tives to the Business School faculty. Two 
prominent bank officials are included in the 


group. F. L. Lipman, chairman of the 
board of the Wells Fargo Bank & Union 
Trust Company of San Francisco, and 


E. B. MacNaughton, president of the First 
National Bank of Portland, Ore., have been 
named as consulting professors of banking. 
-—@— 

@ Edwin Buchanan, formerly president of 
the Ohio National Bank at Columbus, Ohio, 
is now a vice-president of the First Wis- 
econsin National Bank, Milwaukee, Wis. 


—_ ©— 


@ Dexter Hamilton, former Associate Jus- 
tice of the Fifth District Court of Appeals 
in Dallas, Tex., has been elected general 
counsel and director of the Dallas Bank & 
Trust Co. 

—o— 
@ Major General James McKinley, Army 
Adjutant General, will retire about June 1 
to accept the presidency of the National 
Bank of San Antonio, Tex. 

—@— 


@ Three major changes in the trust depart- 
ment of the Bank of America, San Fran- 
cisco, have been announced: George D. 
Schilling becomes assistant to Louis Ferrari, 
vice-president and counsel in the legal de- 
partment; Walter A. Bruns becomes trust 
officer of the Northern California Branches 
Division; and U. A. Gribble adds the Fresno 
district to his responsibilities as_ trust 
officer in the Bakersfield district. 
—@O— 


@ Carl K. Withers, past president of the 
New Jersey Bankers Association, has been 
appointed Commissioner of Banking and 
Insurance in New Jersey. Mr. Withers has 
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announced his intention to resign from the 
First-Mechanics National Bank of Trenton 
and devote his entire time to the duties of 
this important office. The appointment of 
Mr. Withers represents the first time that 


the incoming governor of the state has 
called upon the bankers association and 
others interested in the welfare of the 
financial institutions of the state to sug- 
gest candidates for the office. 

—oO— 


@ John T. Walker, Jr., formerly president 
of the Atlantic National Bank at Jackson- 
ville, Fla., has been named Deputy Inter- 
mediate Credit Commissioner for the Fed- 
eral Farm Credit Administration. 


Convention Connings— 
(See last page of The Bankers Magazine 

for convention dates.) 

@San Francisco invites the American 

Bankers Association for the 1936 conven- 


tion. Decision on the invitation will be 
made at the regular convention this year 
in November, at New Orleans. The last 


time the convention was held in San Fran- 
cisco was in that fateful and well-known 
year, 1929. 


—@©— 
@ A total of 11,812 banks are now mem- 
bers of the American Bankers Association. 
This figure includes 531 new members, added 
since September 1, 1934. 

—o— 
@“A pension and retirement plan has a 
place in the banking business, and its study 
has proved that it is workable, economical 
and sound,” said Fred B. Brady, vice-presi- 
dent of the Commerce Trust Company of 
Kansas City, as chairman of the A. B. A. 


Committee on Pension and _ Retirement 
Plans. 

—©— 
@ Jesse H. Jones will be the principal 


speaker at the Massachusetts Bankers As- 
sociation convention. 
—@— 

@ California Bankers Association 
national speakers for its convention the 
latter part of May. They include Jesse H. 
Jones, William I. Myers and J. F. T. O’Con- 
nor. 


sought 


—(@)— 


@ But “home folks” as speakers, in the in- 
terest of practical economy, is to be the 
policy of the Iowa Bankers Association at 
their convention in June. 
—~@— 

@ Whereas the Georgia Bankers Associa- 
tion intends to “mix them up,” with Rudolf 
Hecht, W. R. Milford, of the Federal De- 


UTE 
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posit Insurance Corp., as national speakers, 
and Elbert P. Peabody and Lee 8. Trimble, 
representing Georgia. 
—o— 

@“The restoration of independent com- 
munity banks is what we need above all in 
the United States,’ said Representative 
Henry B. Steagell to the Louisiana Bank- 


ers Association convention. “These banks 
have been the mud-sill of our economic 
structure. They failed only when the 
country failed, but the chief evils and 
blunders in the banking world are trace- 
able to the larger institutions and _ their 
management.” 

@Moncure P. Patteson, assistant comp- 


troller of the State-Planters Bank & Trust 
Co., Richmond, Va., will speak at the an- 
nual convention of the American Institute 
of Banking in Omaha. His address is on 
Audits and Accounting, and his subject: 
“Control Department—Why ?” 
a 

@ Discussing Title II of the proposed 
Banking Act of 1935, Rudolph S. Hecht 
said: “It deals with broad questions of 
publie policy, and, therefore, calls for care- 
ful analysis and for a frank and fearless 
expression of opinion on the part of the 
banking profession. As originally drawn, 
the bill proposes far-reaching changes in 
banking and further governmental control 
over it. . . . For too long the banking pro- 
fession has been put in the light of always 
criticizing and obstructing the passage of 
new banking legislation merely because it 


tended to sweep aside certain long-estab- 
lished practices and beliefs.” 

—@— 
@ The thirty-third annual convention of 


the American Institute of Banking Section 
of the American Bankers Association will 
be held in Omaha, Nebraska, June 10 to 
14. One of the outstanding features of the 
convention will be the ninth annual na 
tional public speaking contest for the A. P. 
Giannini Educational Endowment Prizes. 
The subject for this year will be “The 
Bank’s Service to the Community.” 

—@— 
@ The new president of the Louisiana 
Bankers Association is W. B. Gladney, 
vice-president, Bastrop Bank and _ Trust 
Company of Bastrop. The vice-president is 
W. B. Jacobs, vice-president and eashier, 
First National Bank, Shreveport. Secre- 
tary to the association is W. B. Machado, 
assistant vice-president, Hibernia National 
Bank of New Orleans. 


—@©— 
@ The third annual year book of the Trust 
Division, American Bankers Association has 


































been issued, containing the proceedings of 
the mid-winter trust conference held in 
New York in February, 1935, the proceed- 
ings of the Pacific Coast and Rocky Moun- 
tain States trust conference held in Sai 
Francisco in November, 1934, and the pro- 
ceedings of the annual meeting of the Trust 
Division held in Washington, D. C., in Oc 
tober, 1934. 
—@©— 

@The National Safe Deposit Advisory 
Council will hold its annual convention at 
Asbury Park, N. J., June 7 and 8 The 
program will be devoted to more efficient 
and profitable safe deposit management, 
with considerable emphasis being laid on 
the legal problems confronting vault cus 
todians in connection with the use and 
rental of safe deposit boxes to individuals, 
estates and corporations. Approximately 
400 safe deposit managers and executives 
are expected to attend, representing every 


safe deposit association, and from prae- 
tically every state in the Union. 
Deaths— 

@ Mortimer H. Bradley, manaser whole- 


of the Home Owners Loan 
Corporation, in Washington, D. C., for- 
merly treasurer National City Company, 
New York, N. Y. 

@ Patrick J. Sullivan, rhairman of board, 


sale department 


Casper National Bank, Casper, Wyo., at 
70. 
@George Hooker Stoughton, treasurer, 


State Savings Bank, and director, Hartford 
National Bank and Trust Company, Hart- 
ford, Conn., at 78. 


@ Winton C. Garrison, retired chairman of 


the board, Federal Trust Co., Newark, 
m. d., at 85. 
Q Albert J. Seligman, retired financier, 


senior member J. J. 
York, at 76. 

@ Guy M. Bryan, retired president, Seeond 
National Bank, Houston, Texas, at 62. 
@ David L. George, New York investment 
hanker, in South Orange, N. J., et 48. 

@ William Heuer, former president of the 
Union Savings Bank & Trust Co., Daven- 
port, Ia., at 60. 

QJames A. Huntington, secretary, 
Rochelle Trust Co., N. Y., at 67. 
@Richard Fatton, former president, City 
National Bank & Trust Columbus, 
Ohio, at 50. 


@ Alfred I. 


Seligman & Co., New 


New 


Co., 


DuPont, chairman of 
hoard, Florida National Bank, 
ville; and well-known munitions 
turer, at 71. 

q Joseph C. Houston, Sr., vice-president 
and cashier of the First National Bank, 
Denver, Colo., at 64. 


the 
Jackson- 
manufae- 
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FDIC and FHA— 


@ Deposits of the FDIC banks were up 
$3,000,000,000 in six months, and _ total 
holdings of Government obligations in- 
creased $1,411,394,000. 


—©— 


@ Phillips Lee Goldsborough, former Re- 
publican Senator from Maryland, is to be 
a director of the FDIC. 


~ @— 


@ All banks in the United States should 
be required to support the FDIC, Chairman 
Leo T. Crowley has declared. “The bene- 
fits of deposit insurance are not limited 
solely to the protection of the individual 
depositor. The benefits which will accrue 
to the large city banks because of greater 
stability in the country banks will be real 
and tangible.” 


@ According to Thomas C. Boushall, FHA 
liaison officer for the American Bankers 
Association in Virginia, FHA moderniza- 
tion loans made by the banks in that state 
during March amounted to approximately 
$117,000, as compared with $48,000 in the 
month of February, or an increase of 144 
per cent. The Morris Plan Bank of Vir- 
ginia, of which Mr. Boushall is president, 
continues to lead all banks in Virginia in 
modernization loans by a wide margin, hav- 
ing made over 30 per cent. of such loans 
by all banks in the state. This bank ranks 
tenth in the United States in this respect, 
being surpassed by such institutions as the 
Bank of America N. T. & S. A. of Cali- 
fornia, the National City Bank of New 
York, and only seven other banks in metro- 
politan centers. 


, 
x 


@ 


@ Missouri bankers regard the Federal 
Deposit Insurance Corp. as the foremost 
factor in re-establishment of banking con- 
fidence, according to early returns of a 
survey being made by R. K. Ryland, state 
director of the National Emergency Coun- 
eil. 


Honors to Bankers— 


@ William R. King, president, National 
Bank of Commerce, Memphis, Tenn., has 


been elected president of the Memphis 
Clearing House Association. 

—@©— 
QE. P. Looney, assistant cashier, Public 
National Bank & Trust Co., New York, 
N. Y., has been elected treasurer of the 
Brooklyn Publie Library. 

—@— 
QW. H. Schwarzschild, president of the 
Central National Bank at Richmond, Va., 
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has been elected president of the Virginia 
Conference of Social Work. 
© 

vice-president of 
the Central Hanover Bank & Trust Co., 
New York, has been elected a_ resident 
member of the Chamber of Commerce of 
the State of New York. 


= = 
© 


@ Livingston Parsons, 


@ The trustees of the Phillips Andover 
Academy have elected F. Abbot Goodhue, 
president of the Bank of the Manhattan 
Company of New York, a member of the 
board. 

—@©— 
@ Charles W. Dupuis, 
Central Trust Co., Cincinnati, 
been elected president of the 
Clearing House Association. 


(e> 


@P. A. Fernandez of the Central United 
National Bank, Cleveland, has been elected 
treasurer of the Cleveland Export Club of 
the Cleveland Chamber of Commerce. 


president of the 
Ohio, has 
Cincinnati 
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@ The Boston Clearing House Association 
elected the following officers: President, 
Thomas P. Beal, president of the Second 
National Bank, and secretary, Herbert E. 
Stone, vice-president of Second National. 


~ 
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@ Charles S. White, cashier of the Bank 
of Arizona at Prescott, Ariz., is chairman 
of the Yavapai County Debt Adjustment 
Committee recently appointed by the Gov- 
ernor. 


Ideas—I mprovements— 
@ The banks of Columbus, Ohio, through 


the Clearing House Association, have put 
into effect a new method under which they 
will ask checking account customers to 
meet the actual cost of operation of each 
account, either by maintaining compen- 
satory balances or by paying for the serv- 
ice rendered. 
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@ New York banks are reporting in greater 
detail. Legal statements published by state- 
chartered banks and trust companies, in 
compliance with the call of March 30, re- 
vealed changes in the report forms pre- 
scribed by the banking department tend- 
ing to meet the growing demand for more 
complete statements and bringing them into 
closer resemblance to those of the Comp- 
troller of the Currency and the Federal 
Reserve Board. 
--©— 

q Intended to reduce the number of checks 
drawn on small accounts in Memphis banks, 
the “metered service charge” system has 
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been started there. The system leaves un- 
changed the dollar-a-month charge on ac- 
counts of $100 or less, but restricts the 
number of checks to 10, placing a three- 
cent assessment against each additional 
check issued. 

—@©— 


@ The many millions of dollars unclaimed 
by holders of old and inactive securities 
have prompted R. M. Smythe, Inc., New 
York, to prepare a poster, listing alpha- 
betically 2550 such security issues of defi- 
nite value. This poster is the first step 
in the direction of recoveries on securities. 
The list has been made up in the form of 
a poster in order that banks and other 
financial institutions may furnish their 
depositors, safe deposit customers and local 
security holders an opportunity to con- 
veniently examine the list at their offices, 
The compilation is available at a nominal 
charge. It is pointed out by the com- 
pilers that if the public and banks take 
the trouble to thoroughly investigate all 
their old security holdings, many millions 
of sequestered dollars will be released for 
investment purposes. 


@ Effective May 1, Newark banks initiated 

a metered service charge system applied 

to checking accounts of $500 or less. 
—©— 


@The New York Clearing House an- 
nounced that after May 15 interest paid 
to mutual savings banks on demand cer- 
tificates of deposit and credit balances pay- 
able on demand would cease. Also that 
no interest would be paid on time cer- 
tificates of deposit dated after May 1, re- 
payable within six months. 


—©— 


@ The loan policy trend of American bank- 
ing is definitely in the direction of sys- 
tematically amortized loans on the so-called 
“Personal Loan” plan, according to Louis 
S. Thomas, president and chairman of the 
board East Hartford Trust Co., in East 
Hartford, Conn. Mr. Thomas has_ per- 
sonally installed 26 personal loan depart- 
ments in banks in New England, New York 
and New Jersey, and heads a bank which 
not only encourages small loans, but per- 
sistently advertises for them. 
fe 
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@ “Truth Hunter” radio program in Den- 
ver, Colo., is conducted by R. E. Doan, 
of the Denver National Bank, and editor 
of the “Denver Banker (A. I. B.).” He 
discusses popular ideas, customs and super- 
stitions. 
—@©— 

q@ As the first hobby show of the National 
City Bank of New York was such a sue- 
cess, plans are under way for next year’s. 
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Anything from bedspreads to locomotives, 
made by the employes, have been displayed 
at the City Bank Club. 
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@Statement folders of the Fidelity State 
Bank of Kansas City, Mo., now carry the 
slogan: “The Fidelity Policy—More In- 
formation than the Law Requires.” 
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@“Air audience is responsive to financial 
hours, but insurance companies and other 
business use radio more than banks,” 


says 
Arthur Pryor, Jr., radio director. 


National Legislation— 
@The Banking Act of 1935 passed the 


House on May 9. Some of the provisions 
of the Act are summed up as follows: 

Make a permanent law out of the present 
temporary statute which grants deposit in- 
surance covering up to $5000 on each de- 
posit. 

Change from one-fourth of one per cent. 
on insured deposits to one-eighth of one 
per cent. on all deposits the assessment 
banks must pay in order to get deposit 
insurance. 

Eliminate the requirement that every 
bank must belong to the federal reserve 
system by July 1, 1937, to have its deposits 
insured. 

Give the President direct 
remove the governor or 
the federal reserve board. 

Abolish the office of federal reserve agent 
and combine the duties of that office with 
those of the reserve bank governor. 

Let the reserve board waive any statutory 
conditions which might tend to keep other- 
wise sound, small banks out of the reserve 
system. 

Remove the present 
reserve board members 
finance, agriculture, industry 
merece and replace it with 
quirement of education 
both. 

Allow the reserve board to decide when 
reserve banks should buy and sell govern- 
ment securities, and make it mandatory 
upon the banks to follow instructions. 

Permit the board, without restrictions 
except that it must be to “prevent injurious 
credit expansion or contraction,” to raise 
or lower the reserves that member banks 
must maintain against deposits. 

Let national banks, under regulations pre- 
scribed by the reserve board, make loans 
up to 60 per cent. of the appraised value 
of real estate. 

Abolish, effective July 1, 1937, the re- 
quirement that holders of stock in national 
banks may be subject to assessment of twice 
the amount of their stock. 


authority to 
vice-governor of 


that 
represent 
and com- 
the simple re- 
or experience, or 


requirement 
must 
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Permit reserve member banks to maintain 
securities affiliates which are in process of 
liquidation. 

Direct the reserve board to use all its 
powers “to promote conditions conducive to 
business stability” and against “unstabiliz- 
ing fluctuations in the general level of pro- 
duction, trade, price and employment.” 
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@ Executive officers of national banks had 
borrowed $93,743,000 directly, and $43,- 
478,000 indirectly from their banks in the 
last two years, but had reduced these lia- 
bilities by $33,272,000 and $13,206,000, 
respectively, by last December. The present 
Banking Act prohibits such loans but gives 
to the borrowers until June 30 to liquidate 
them. The Comptroller of the Currency, 
J. F. O’Connor, has suggested that in view 
of the large amount of unpaid obligations 
the provision in the new omnibus bank- 
ing bill, on which hearings are being held, 
to extend the liquidating time limit to 
June 30, 1938, should be adopted. 


@ Under the terms of a bill introduced in 
Congress the balance limit on postal sav- 
ings accounts would be raised from $2500 
to $5000, 

—@— 


@ Indieating his belief that the opinions 
expressed by James P. Warburg before the 
Glass subcommittee did not represent bank- 


ers as a class outside of New York City, 
A. P. Giannini, chairman of the board and 
president of the Bank of America N. T. & 
S. A. of San Francisco, Cal., said: “It is 
true that one of the purposes of the bank- 
ing bill is to lessen the authority of bank- 
ers to determine the monetary policies of 
the country, but it should be emphasized 
that bankers at large have had very little 
voice in the determination of such policies 
in the past. The group that has exerted 
the predominant influence has been the 
New York bankers.” 
—@©— 


@ The Chamber of Commerce of the United 
States in a report drawn up by its Special 
Committee on Banking attacks the Bank- 
ing bill. Its observations on Title II are 
as follows: “The Federal Reserve Board, 
the Reserve Banks and the member banks 
would be subjected to a greatly increased 
danger of political domination of their op- 
erations; partisan or governmental dicta- 
tion of banking would be likely to sup- 
plant desirable regulation. Such concen- 
tration of power with respect to Reserve 
banking would be produced as to approach 
the creation of a central bank and to 
violate the established principle that the 
regional banks should possess considerable 
autonomy.” 
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Promotions— 


@ Dewey Schmoll has been appointed man- 
ager of the real estate department of the 
Mereantile-Commerce Bank & Trust Co. at 
St. Louis, Mo. The bank board also 
named Roy E. Matthews as cashier. 
—@©— 

@ Ralph W. Chapin, formerly secretary and 
assistant treasurer of the State Savings 
Bank at Hartford, Conn., has been elected 


treasurer. 
la 


@ John R. Mohr and Charles B. Royce 
have been elected vice-presideats and E. 
Vincent Curtayne assistant secretary of the 
Brooklyn Trust Company, Brooklyn, N. Y. 


-—@©— 


@ Robert E. Anderson, formerly a_vice- 
president, has been appointed president of 
the Southern Bank & Trust Co., Richmond, 
Va. The directors also named A. W. May- 
nard a vice-president. 


Recovery Write-ups— 


@ The Tilghman Moyer Company, bank 
builders, Allentown, Pa., reports a con- 
tinued increase in frequency, average size, 
and volume of bank building operations, 
including improvements of all kinds, by 
bankers, to their own banking quarters. 
Their business shows a doubling of volume 
each year since the minimum of 1932. 
Typical illustrations are the remodeling 
of the First National Bank of Wilkes- 
Barre, Pa.; additions to the Harrisburg 
National Bank, Harrisburg, and remodeling 
or new buildings for banks in Ohio, New 
York, Pennsylvania and Virginia. 
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@ One year ago W. W. Lastinger, executive 
vice-president of the Nixon National Bank, 
only national bank in Gonzales County, 
Texas, advertised as follows: “An invita- 
tion: Merchants, farmers and others need- 
ing capital for conservative expansion of 
their business, or for financing their crops, 
are invited to discuss their needs with 
us. We desire to make this bank helpful 
to as many people as possible this year. 
Come to see us.” His confidence was well- 
placed in his community, as the passage 
of the year has shown 100 per cent. good 
results. 


—@— 


@In less than two years, the American 
National Bank of Kalamazoo, Mich., which 
commenced business in November, 1933, 
with no deposits and no earnings assets 
grew from $12,000 in the red to total de- 
posits of $3,719,772, and with other re- 
sources very much “in the black,” at the 
Mareh 4, 1935, eall. 
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@ The decline in savings deposits in banks 
incident to the depression has been ar- 
rested and the latest compilation of say- 
ings figures shows a gain of savings in 
banks for the country as a whole of $750,- 
000,000 during the year, with an increase 
of almost 300,000 depositors. “These 
figures are most important in that they 
are evidence of the vitality of savings in 
this country,” says T. J. Caldwell, vice- 
president, Union National Bank, Houston, 
Texas, and president, savings division of 


A. -B. A: 
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@“In spite of the depreciated 
in nearly every South American country, 
economic conditions as a whole are good. 
There is a minimum of unemployment,” says 
Richard C. Lilly, president First National 
Bank of St. Paul, Minn., returning from 
a 22,000 mile air jaunt in South America. 
—@©— 

@ Public debt is not too heavy. Credit 
of the United States Government has never 
ranked higher than it does today, Comp- 
troller of the Curreney J. F. T. O’Connor 
said at a Jefferson Day dinner during the 
past month. 


currency 
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g@ Millions of Americans are “silently grate- 
ful to their particular bankers for ‘com- 
ing through’ without causing the loss of a 
single dollar of deposits,” says Don E. 
Warrick, secretary of the Indiana Bankers 
Association, speaking before a large group 
of Indianapolis business men. 


Reports and Dividends— 


@ The 1934 report of the Wisconsin Bank- 
shares Corporation of Milwaukee, after giv- 
ing effect to a refinancing and reorganizing 
program, shows total assets of $14,830,302. 
The authorized capital of the corporation 
is $2,000,000, with $1,956,638 issued. The 
surplus is $5,564,960. The consolidated bal- 
ance sheet of the corporation: with its sub- 
sidiary banks and companies shows total 
assets of $259,005,762. This corporation 
controls the First Wisconsin National Bank 
of Milwaukee with its 16 branch offices, and 
35 other banks and companies in Wisconsin. 
== 

@ Quarterly dividend of $1.50 per share, 
at the rate of 6 per cent. per annum was 
paid on May 1 to the stockholders of the 
Tradesmens National Bank & Trust Com- 
pany of Philadelphia. 


—@©— 


@ The statement of The Chase. National 
Bank, New York, for March 4, 1935, 
showed that deposits of the bank on that 
date were $1,637,284,000, and certified and 
eashier’s checks, $68,870,000, the sum of 
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which, $1,706,154,000, compares with $1,- 
709,792,000 on December 31, 1934. Total 
resources of the bank amounted to §$1,- 
979,297,000, as compared with $1,999,050,- 
000 on December 31, 1934. 
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@ Private bankers are not required to 
publish statements, although some of the 
large private banking houses in New York 
have done so. The Banking Act of 1933 
requires publication of statements except 
for private bankers under state supervision, 
and Section 160 of the New York State 
law exempts the private banks under cer- 
tain conditions. 


State Legislation— 


@New York—Unemployment insurance ia 
New York State became a reality when 
Governor Lehman signed the bill estab- 
lishing a state system. The measure re- 
quires employers of four or more persons 
to make payments into a state pool March 
1, 1936. Under terms of the bill, em- 
ployers, the sole contributors, are required 
to pay 1 per cent. of their payrolls in 
1936, 2 per cent. in 1937 and 3 per cent. 
in 1938 and thereafter. 
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@ Maryland—The Governor has signed the 
Maryland old age pension measure. Effee- 
tive in June, it makes provision for par- 
ticipation by the state, Baltimore City, 
the counties and the Federal Government 
in paying up to $15 a month to depend- 
ents aged 65 years or over who have re- 
sided in the state for seven or more years. 
rl 
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@New York—The Governor has approved 
a bill, amending the banking law, which 
provides that the Superintendent of Bank- 
ing shall make examination of banking 
corporations at least twice in each 15 
months instead of each calendar year. 
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q Massachusetts—Despite strenuous oppo- 
sition, the Massachusetts House has passed, 
to be engrossed, the bill which would in- 
crease the cash reserve of co-operative 
banks from 3 per cent. to 5 per cent. of 


total resources. 
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QMissouri—The Missouri Senate has 
passed a series of four House bills which 
merease the reserve of state banks and 
trust companies from 20 per cent. to 40 
per cent. of their capital. 
—@-2 

@ Tennessee—Opposition again overcame 
branch banking bills in committee. Al- 
though this is the second year the pro- 
Posals have failed, it will be brought up 
again next year, The plan proposed per- 





mitting regional branch banking in the 

three “grand divisions’ of Tennessee. 
—@— 

@ Connecticut—The House has approved 

an old-age pension bill, granting weekly 

payments of $7 to all persons 65 years 


and over. 
Sa 
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@ Oklahoma—The Oklahoma State law 
limiting the term of mortgages and the 
percentage of valuation for which a mort- 
gage may be made does not apply to 
loans made under Title II of the Na- 
tional Housing Act, said John Carlock, 
State Federal Housing Administrator. 


ag: 

@ Georgia—The reduction of the capital 
requirement of banks in Georgia to $15,000 
was criticized in an address by Professor 
John M. Chapman of the Banking De- 
partment, Columbia University, before the 
Bureau of Economic Research of Brooklyn 
College. 


COMING BANKERS’ CON- 
VENTIONS 


STATE 


May 16-17—Alabama Bankers Association, 
Mobile. 

May 16-17—Kansas Bankers Association, 
Topeka. 

May 17-18—New Mexico Bankers Associa- 
tion, Roswell. 

May 20-21—Illinois Bankers Association, 
Decatur. 

May 21-22—Maryland Bankers Association, 
Baltimore. 

May 21-22—Tennessee Bankers Association, 
Chattanooga. 

May 21-23—Texas Bankers Association, Gal- 
veston. 

May 22-24—California Bankers Association, 
Coronado. 

May 23-24—Georgia Bankers Association, 
Sea Island Beach. 

May 23-24—South Dakota Bankers Asso- 
ciation, Sioux Falls. 

May 23-25—New Jersey Bankers Association, 
Ambassador Hotel, Atlantic City. 

May 24—New Hampshire Bankers Associa- 
tion, and the Savings Bank Association, 
joint meeting, Manchester. 

May 30-June 2—District of Columbia Bank- 
ers Association, Hot Springs, Va. 

June 3-5—Iowa Bankers Association, Des 
Moines. 

June 5-6—Indiana Bankers Association, In- 
dianapolis. 

June 5-7—Pennsylvania Bankers Association, 
Scranton. 

June 7-8—Massachusetts Bankers Association, 
Swampscott (tentative). 
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Bank Buildings 


20 year’s experience in designing bank 
buildings qualify us to modernize your 
present quarters—or design new ones— 
in a satisfactory, economical manner. 
Our survey may save you money. 


CHAS. A. HOLMES 


formerly of 


HOLMES & WINSLOW 
153 E. 38th Street - New York 


June 7-8-——West Virginia Bankers Associa’ 
tion, White Sulphur Springs. a 
June 7-8—Connecticut Bankers Association, 

New London. 
June 8-10—New York State Bankers Asso- 
ciation, Lake George. 
June 12-13—Ohio Bankers Association, Cin- 
cinnati. Soa 
June 14-15—Wyoming Bankers Association, 
Laramie. } 
June 17-18—Utah Bankers Association, Zion 
Canyon National Park. 

June 17-18—Oregon Bankers Association, 
Salem. 

June 19-20—Minnesota Bankers Association, 
Minneapolis. 

June 20-21—Washington Bankers Associa- 
tion, Tacoma. 

June 20-22—Virginia Bankers Association, 
Hot Springs. 

June 21-22—Maine Bankers Association, 
Rangley. 

June 21-22—Colorado Bankers Association, 
Troutdale-In-The-Pines. 

June 24-26—Michigan Bankers Association, 
Lansing. 

June 25-26—Wisconsin Bankers Association, 
Green Lake. 

July 19-20—Montana Bankers Association, 
Glacier Park. 

July 22-23—Idaho Bankers Association, Yel- 
lowstone National Park. 


GENERAL 


June 6-8—National Safe Deposit Associa- 
tion, Asbury Park. 

June 10-12—Reserve City Bankers Associa- 
tion, Manchester, Vt. 

June 10-14—American Institute of Banking, 
Omaha, Nebr. 

June 17-21—National Association of Credit 
Men, Pittsburgh. 

Sept. 9-11—Financial Advertisers Associa- 
tion, Atlantic City. 

Oct. 7-9—-Morris Plan Bankers Association, 
Cavalier Hotel, Virginia Beach, Va. 

Oct. 26-30—Investment Bankers Association, 
Greenbrier Hotel, White Sulphur Springs, 
W. Va. 

Nov. 11-14—American Bankers Association, 
Roosevelt Hotel, New Orleans, La. 
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